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Cover: Completed in January 1977, this $62 million 
phosphoric acid complex in Bartow, Florida is an equal 
partnership between Grace and U.S. Steel. Grace’s 
investments in properties and equipment—with a current 
book value of over $1 billion—are pictured throughout 
this Annual Report. 
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W.R. Grace & Co. 
Financial Highlights (Dollar amounts in thousands except per share—1976 restated) 
Percent 
For the Year: 1977 1976 Change 
Sales and Operating Revenues $3,976,233 $3,628,406 +10% 
Income before Taxes 261,619 253,642 +3 
Income Taxes 121,144 120,992 = 
Net Income 140,475 132,650 + 6 
Earnings Per Share 3.71 3.51 + 6 
Earnings Per Share Assuming Full Dilution 3.44 3.25 + 6 
Capital Expenditures 263,633 221,272 +19 
Depreciation, Depletion and Lease Amortization 132,042 115,397 +14 
Working Capital Provided by Operations 318,853 273,694 +16 
Cash Dividends on Common Stock 66,000 60,983 + 8 
Per Common Share 1.775 1.70 +4 
Average Number of Common Shares Outstanding 37,665,000 37,620,000 = 
At Year-End: 
Total Assets $2,940,963 $2,840,635 4% 
Net Properties and Equipment 1,216,950 1,127,878 + 8 
Working Capital 621,368 636,455 aes 
Long Term Debt 754,401 773,839 cae | 
Shareholders’ Equity—Common Stock 1,218,224 1,145,048 + 6 
Shareholders’ Equity—Per Common Share 32.33 30.42 Bh 
Common Shares Outstanding 37,676,784 37,636,685 — 


oT 


To the Shareholders: 


Record sales and a moderate advance 
in earnings made 1977 a year of con- 
tinued growth for W. R. Grace & Co. 
Were it not for the cyclical decline in 
agricultural chemicals predicted in last 
year’s Annual Report, a more substan- 
tial gain in net income would have 
resulted. 

Sales and operating revenues 
reached $3.98 billion. This was an 
increase of $348 million or 10 percent 
over 1976, reflecting both higher 
prices and a rise in product shipments 
and sales of services. 

Income before taxes amounted to 
$261.6 million, which was $8.0 million 
or three percent above that of last year. 
Net income was $140.5 million, an 
increase of six percent over 1976. 
Earnings per common share were 
$3.71. This was 20 cents or six percent 
above the restated $3.51 per share 
earned in 1976. 

Of Grace’s principal lines of busi- 
ness, specialty chemicals, natural 
resources and consumer all had good 
gains in operating income after taxes. 
Agricultural chemicals, however, had 
lower results. 

Nonoperating factors reduced net 
income in 1977 by $8.2 million or 22 
cents per common share, representing 
the effects of foreign currency transla- 
tion (FAS No. 8) and disposal of 
businesses. In the previous year, they 
reduced net income by $1.2 million or 
three cents per share. Thus, there was 
an unfavorable variance in compara- 
tive earnings between the years of $7.0 
million or 19 cents per share. Exclud- 
ing these items, operating earnings 
per share would have been $3.93 in 
1977 compared with $3.54 in 1976. 

In the fourth quarter of 1977, sales 
and operating revenues of $1.1 billion 
set an all-time record for a quarterly 
period, up six percent over the same 
three months of 1976. Net income was 
$30.4 million, an increase of seven 


percent. Per-share earnings were 80 
cents compared with 76 cents. Exclud- 
ing the effects of FAS No. 8 and divest- 
ments in both years, earnings per share 
were $1.11 for the final three months 
of 1977 against 79 cents for the 1976 
period, a gain of 41 percent. Retail 
operations were particularly strong 
and benefited from increased consumer 
spending during the holiday season. 

Asa result, operating income after 
taxes from Grace’s specialty merchan- 
dising activities was strongly ahead 

in the final quarter. 

Specialty chemicals, the largest 
of Grace’s businesses representing 41 
percent of total Company sales and 
58 percent of operating income after 
taxes, had an excellent year. Sales 
increased 12 percent to $1.6 billion, 
and operating income reached $117.1 
million, up 11 percent over 1976. 

The Company’s international chemical 
operations, primarily in Western 
Europe, had exceptional results. Spe- 
cialties in which Grace has a leading 
competitive position, such as packag- 
ing films for food, petroleum cracking 
and automotive catalysts, and organic 
chemical intermediates, were up sub- 
stantially over 1976. 

Chemed Corporation of Cincinnati, 
Grace’s 89 percent-owned subsidiary 
specializing in water and waste treat- 
ment, industrial maintenance chemi- 
cals and health care products, had a 16 
percent gain in earnings, continuing 
a long-standing growth record. 

Results of the Company’s activities 
in vinyl plastics and related chemicals 
were unsatisfactory. Lower profits in 
plasticizer alcohols stemmed from 
production interruptions at Grace’s 
50 percent-owned intermediates 
facility in Puerto Rico and from con- 
tinued competitive pressures in the 
market for converted vinyl products. 

Due to their proprietary nature, 
Grace’s high-margin specialty busi- 
nesses are less vulnerable to cost 
pressures and economic downturns 


than commodity-type, capital-intensive 
businesses. We look for continued 
growth from Grace’s specialty chemi- 
cal businesses. 

Agricultural chemicals had sharply 
reduced earnings for the second con- 
secutive year. Operating profits 
declined 26 percent—from $34.6 
million in 1976 to $25.7 million—due 
largely to price weakness and reduced 
shipments during the important fall 
season. Normally, 35 percent of ferti- 
lizer industry sales occurs in the July- 
December period; in 1977, this figure 
dropped to an estimated 29 percent as 
weather conditions disrupted farming 
activities, lowering fertilizer demand. 

Looking toward 1978, total 
usage of fertilizer is expected to in- 
crease. Reductions in wheat and corn 


acreage this spring resulting from the 
Administration’s “set-aside” program 
mean farmers will strive for higher 
yields per acre by applying more nitro- 
gen and phosphate fertilizers. Pricing, 
however, will continue to be a problem 
in the year ahead. 

Grace’s four-year expansion of 
agricultural chemical facilities was 
completed in 1977. A new phosphate 
rock mine and a 50 percent-owned 
phosphoric acid plant in Bartow, 
Florida began operating early in the 
year. In October, new joint-venture 
ammonia plants in Woodward, Okla- 
homa and Trinidad came on-stream. 
These events mark the end of major 
capital expenditures on fertilizer 
manufacturing plants for the fore- 
seeable future. 


J. Peter Grace, President and Chief Executive Officer, 
stands before portrait of Company Founder, William Russell Grace (1832-1904). 


George W. Blackwood, Vice Chairman 
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Grace’s program in natural re- 
sources encompasses the production 
of petroleum and natural gas, oil field 
service activities, coal mining, and the 
accumulation of energy reserves 
through purchase and development. 
Operating income from these busi- 
nesses amounted to $28.0 million, a 
gain of 50 percent over the $18.7 
million earned in 1976. In August, a 
final mining permit was issued by the 
Department of the Interior to Colo- 
wyo Coal Company, whereupon 
immediate steps were taken to acceler- 
ate the commercial operation of this 
property near Craig, Colorado. Our 
equal partner in the mine, a subsidiary 
of The Hanna Mining Company of 
Cleveland, contributed a $4.1 million 
purchase premium in September for 


the work Grace had done in developing 
the Colowyo project. Annual produc- 
tion of three million tons of low-sulfur 
coal is expected by 1980. A smaller 
mining venture in the Axial Basin re- 
gion of Colorado will start up in 1978. 

Early this year, seven new drilling 
rigs were purchased for $22.5 million, 
thus placing Grace’s contract drilling 
subsidiary, TRG Drilling Corp., among 
the largest operations of its type in the 
United States. The need to find and 
develop domestic sources of fossil 
fuel for the country’s future energy 
requirements is the basis for expanding 
Grace’s already significant position in 
natural resources. 

Operating income after taxes from 
consumer activities rose 36 percent to 
$38.9 million. Unusually high profits 
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Felix E. Larkin, Chairman 


from cocoa processing operations, 
amounting to $11.8 million, contrib- 
uted 30 percent of the total. 

In addition, there were two impor- 
tant developments. The first was the 
virtual completion of our divestment 
program in grocery products which 
began in 1974. Four remaining operat- 
ing units were sold in 1977. The 
second was an accelerated expansion 
into specialty merchandising, including 
restaurants and retail outlets. 

The extension of Far West Services’ 
dinner houses and coffee shops con- 
tinued with the opening of 19 new 
units. El Torito-La Fiesta opened 
seven additional Mexican-style restau- 
rants during 1977. The newly formed 
Del Taco Corporation, 80 percent- 
owned by Grace, is moving quickly to 
establish a Mexican fast-food chain 
beginning in the Southwest. 

In retailing, the combination of 
Handy City and the Channel Compan- 
ies gives Grace strong regional 
positions in home improvement cen- 
ters. Sheplers, the world’s largest 
merchandiser of western apparel, 
opened its fourth store in the Dallas- 
Fort Worth area in January 1978. 
Herman’s, a leading retailer of 
sporting goods with 59 stores princi- 
pally in the Northeast, continued to 
expand and prosper. In a major move, 
Herman’s will enter the promising 
suburban Detroit market this year with 
a cluster of four stores situated in 
shopping malls. 

In January 1978, the proposed 
acquisition of King’s Department 
Stores was announced. King’s is a 
discount department store retailer 
with 183 stores in eastern and mid- 
western states. Discount retailing is 
one of the fastest growing segments 
of the retailing industry, and King’s 
excellent management has built a 
$500 million sales operation since 
starting the chain in 1949. Concen- 
trating on basic apparel and other 
repetitive consumable products for the 


home, King’s has developed a special- 
ized approach to merchandising with 
proven appeal to its customers. 
Grace’s financial position was 
strengthened in 1977. Long-term debt, 
including capitalized leases, was re- 
duced and now constitutes 38 percent 
of total capitalization, down from 40 
percent in 1976. Bank credit lines of 
$200 million are available to the 
Company but are presently unused. 
Cash flow, consisting of net income, 
depreciation, depletion and amortiza- 
tion, and deferred taxes, amounted to 
$296.1 million. Dividends paid to 
shareholders totaled $66.7 million, 
the highest in Grace’s history. On a 
per-share basis, common stock divi- 
dends increased for the fourth con- 
secutive year, rising from $1.50 in 
1973 to $1.78 in 1977 (current 
annual rate—$1.80) with an average 
payout of 43 percent of net income. 
We believe that our formula of 
balanced diversification in chemicals, 
natural resources and consumer busi- 
nesses will produce continued growth 
and prosperity for the Company. 
Grace’s management is determined to 
make 1978 another year of progress. 


Respectfully submitted, 


i ri we hae President 


Yet Vhe4— Chairman 


March 2, 1978 


Chemical drums are stacked for shipment at a Grace 
_ plant in Nashua, New Hampshire. Grace is a leading 
ae uppli of chemical i itermediates to industrial customers. 
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Natural Resources 6% 


Natural Resources 13% 


Consumer 36% 


Agricultural Chemicals 14% 


Five-Year Summary (S millions) 
Sales and Operating Revenues 
$949 
$1,209 
$1,257 
$1,458 
$1,634 
Operating Income after Taxes 
$64.1 
$79.5 
$76.6 
$105.6 
$u7.1 


Specialty Chemicals 


Grace’s specialty chemical operations 
have long been the cornerstone of the 
Company’s businesses, and 1977 was 
no exception. Despite a general slow- 
down in the chemical industry, Grace 
again reached new highs in both sales 
and earnings. 

Sales for the year rose 12 percent to 
$1.6 billion. Operating income after 
taxes climbed 11 percent to $117.1 
million. As indicated in the accom- 
panying charts, these figures repre- 
sented 44 and 56 percent, respectively, 
of Grace’s sales and operating income 
in 1977, 

Grace has established a strong posi- 
tion in specialty products of a propri- 
etary nature. Whether it’s supplying 
organic intermediates to pharmaceu- 
tical firms in the United States, silica 
gel to petrochemical producers in Eng- 
land, or rock-processing chemicals to 
cement manufacturers in New Zealand, 
Grace’s success is founded on proprie- 
tary technology, expert customer ser- 
vice, innovative product research, and 
efficient production and distribution 
through more than 700 facilities in 35 
countries. 

As a result, these businesses have 
grown at an average annual rate of 


Lexington, Massachusetts is the headquar- 
ters of three Grace chemical divisions, 
whose products include container sealing 
compounds and a wide range of organic 
and polymer specialties. 
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Rolls of Cryovac plastic packaging film > 
are stockpiled at a warehouse 
in Simpsonville, South Carolina. 


15 percent over the last five years. 
Operating income after taxes has 
grown at 16 percent per year over the 
same period. 

Encouraged by record sales of 
Grace products, capital spending on 
new plant and equipment rose 22 
percent to $72 million in 1977. 

The typical Grace plant is expanded 
incrementally to satisfy projected in- 
creases in demand. Consequently, the 
return on newly invested capital is 
high. Although each Grace specialty 
has only a limited number of applica- 
tions, the total market for these prod- 
ucts is very large—reflecting the 
geographic and product diversity of a 
chemical business designed to meet 
the specific needs of industrial custom- 
ers anywhere in the world. 

Among the more important expan- 
sions last year were flexible packaging 
facilities in the United States, Canada 
and Europe. Marketed under the 
Cryovac name, sales of plastic films 
and packaging equipment rose 12 per- 
centin 1977. 

The Simpsonville, South Carolina 
facility—largest of seventeen Cryovac 
plants worldwide—completed a $6.4 
million expansion of warehousing, 
manufacturing, materials handling and 
computer operations in 1977. A $2.5 


million addition to Cryovac’s adminis- 
trative and research headquarters at 
Duncan, South Carolina was dedi- 
cated in early November. 

The Barrier Bag, used primarily by 
meat fabricators for the packaging of 
subprimal cuts of beef, turned in an- 
other strong sales performance in 
1977. Asa result, Barrier Bag capacity 
at Cryovac’s Iowa Park, Texas plant 
is presently being doubled. Although 
the plant was opened only two years 
ago, demand already exceeds pro- 
ductive capacity. Other Barrier Bag 
plants in Canada, England, France 
and Australia also began expansions 
during the year. 

Grace’s organic chemicals business 
continued its rapid growth with a 13 
percent gain in sales. To complement 
its line of amino-acid compounds, the 
Company started up a new glycine 
(aminoacetic acid) plant late in 1977 
at its Nashua, New Hampshire com- 
plex. Glycine, an elemental amino acid, 
is used as a buffer in soft drinks, phar- 
maceutical products, metal plating, 
and many other commercial and 
industrial applications. 

Bolstering its presence in the Euro- 
pean market, Grace built an organic 
chemicals plant in Teesside, England 
to produce liquid chelating agents. The 


Company already produces sodium 
cyanide, a chemical intermediate, at 
Teesside. Production from the chelates 
plant is marketed to industrial users in 
the United Kingdom and continental 
Europe for the primary purpose of 
sequestering metallic impurities in 
manufacturing processes. 

Grace’s major inorganic chemical 
lines include catalysts and silica prod- 
ucts. The Davison Chemical Division, 
based in Baltimore, Maryland, is a 
leading producer of fluid cracking 
catalysts, used primarily by petroleum 
refiners to extract gasoline and distillate 
products. Although gasoline consump- 
tion in the United States is expected to 
decline slightly after 1979 due to im- 
proved mileage ratings, the market for 
catalysts from Grace’s four major 


production facilities in Louisiana, Ohio, 


California and Quebec, Canada will 
remain stable as refiners consume more 
catalysts to crack heavier petroleum 
feedstocks and raise octane levels. 

Davison is also a leader in the pro- 
duction of emission control catalysts 
for automobiles. Sales of these prod- 
ucts—produced at Davison’s Curtis 
Bay, Maryland plant, the world’s larg- 
est auto catalyst facility—grew six per- 
cent in 1977, This operation expects 
to benefit directly from continuing 


federal legislation requiring improved 
pollution controls in automobiles. As 
engines are modified to meet lower 
emission standards, the demands on 
the catalytic converter will increase. 
Early in 1977, a pilot unit was installed 
at Curtis Bay for development of a 
second-generation emission control 
catalyst to meet 1980 model-year 
requirements. 

Responding to the growing demand 
for silica products, Grace is currently 
spending $4 million to increase pro- 
duction at its Curtis Bay, Maryland 
and Cincinnati, Ohio plants. These 
products have numerous applications 
in food, household goods and indus- 
trial processes. Finely divided silica gel, 
sold under the trade name Syloid, has 
shown particular market strength as 
a flatting agent in paints, coatings 
and toothpastes. 

Battery separators had another rec- 
ord year with sales up 10 percent. 
Grace’s Daramic and Darak separa- 
tors are used in automotive and indus- 
trial storage batteries. The growing 
popularity of maintenance-free batter- 
ies, each containing 40 to 60 high- 
performance separators, indicates a 
promising market for these Grace 
products. Capacity was increased late 
in 1977 at the Company’s Sao Paulo, 


Tank cars filled with rare-earth chlorides, 
essential to the production of fluid crack- 
ing catalysts, are readied for departure 
from Grace's plant in Chattanooga, 
Tennessee. 
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Huge silos store catalysts used to crack petroleum into 
gasoline and other by-products. This plant in 

Lake Charles, Louisiana is the world’s largest for the 
production of petroleum cracking catalysts. 


Brazil facility, which produces cel- 
lulosic separators for automotive 
batteries. 

In graphic arts, Grace has consis- 
tently been a major supplier of print- 
ing blankets used in a wide range of 
offset, letterpress and textile printing 
processes. Grace blankets were, in 
fact, used in the printing of this Annual 
Report. The Letterflex process for the 
manufacture of printing plates from 
photopolymers gained increasing ac- 
ceptance, particularly among the large 
metropolitan dailies, in both the United 
States and abroad last year. 

With the exception of home building, 
the effects of the sharp downturn that 
hit the United States construction in- 
dustry in 1974 are still being felt. 
Nonetheless, Grace’s domestic con- 
struction products business showed 
good growth in 1977. The new empha- 
sis on energy conservation in private 
and commercial dwellings is stimulat- 
ing demand for Grace’s Zonolite line 
of insulating products. New products 
like Compliant Roofing Membrane— 
an outgrowth of Bituthene, Grace’s 
proprietary waterproofing compound— 
are creating new markets for Grace 
construction materials. 

Additional opportunities exist out- 
side the United States. Particularly 


promising is the Middle East, where 
Grace has been selling container and 
packaging specialties for many years. 
Sales of Grace construction products 
in this part of the world have quin- 
tupled in the last five years, and the 
future looks equally promising. 

The water and waste treatment busi- 
nesses of Grace’s 89 percent-owned 
subsidiary, Chemed Corporation, re- 
ported record operating income in 
1977, posting an overall increase of 
22 percent. Like the market for auto- 
motive catalysts, sales of water treat- 
ment chemicals and systems should 
benefit directly from federally man- 
dated standards of air and water qual- 
ity. Two new polyelectrolyte products 
for commercial dishwashing systems, 
trade named Slurry and Sequal, were 
also introduced by Chemed in 1977. 

Behind the complete line of Grace’s 
specialty chemical products stands a 
vigorous and progressive research and 
development program, Last year Grace 
spent $27 million on these activities. 
Most of the expenditures are directed 
toward those existing businesses and 
products which require a high degree 
of technical support to assure leader- 
ship positions, At the same time, how- 
ever, Grace researchers continue to 
develop in-house technology leading to 


A control panel monitors all phases of 
plasticizer production in Fords, New 
Jersey. Plasticizers are used as softening 
agents in plastics. 
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Workers check condition of storage tanks > 
at a Grace plant in Tennessee. 


new and proprietary commercial 
applications. 

Bioproducts, identified several years 
ago by Grace scientists as poised for 
significant growth, are a current 
focus of research. Potential develop- 
ments include proprietary animal 
health and nutrition products; pro- 
teins, antibiotics, and immobilized 
enzymes with applications in health 
care, pharmaceuticals and food; plant 
growth regulators; cures for certain 
types of cancer, and control of serum 
cholesterol levels in man. 

Progress toward the commercializa- 
tion of Grace’s unique radiation- 
curable polymers has been excellent. 
In fact, responsibility for the electronic 
products line of polymers, used in 
sophisticated electronics manufactur- 
ing, has been transferred from the 
central research and development staff 
to an operating unit—signifying that 
another new product line is now 
commercial. 

Still in the central laboratory are 
photopolymer applications for the 
flooring, communications, printing 
and metal decorating industries. The 
piloting of these products under close 
technical supervision assures Grace 
customers that the commercial prod- 
uct will perform to specifications, 
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Agricultural Chemicals 


Sales of agricultural chemicals in 
1977 totaled $513 million, an increase 
of nine percent over the prior year. 
Operating income after taxes, however, 
fell 26 percent to $25.7 million. 

Fertilizers account for about 70 per- 
cent of Grace’s annual sales of agricul- 
tural products. New industry-wide 
capacity increases in 1977 caused 
prices for most fertilizer products to 
weaken. Profit margins were further 
squeezed by continued escalation in 
the cost of energy and raw materials. 
As a result of these factors, earnings 
from fertilizer operations have fallen 
sharply in the past two years. 

As a leading low-cost producer with 
a strong raw material position, Grace is 
better able to ride out the lean years 
than many of its competitors. In central 
Florida, where Grace has 300 million 
tons of phosphate rock reserves, a new 
mining expansion has boosted capacity 
to over 5 million tons per year. Part 
of the newly mined rock is being used 
to supply a 380,000 ton-per-year 
phosphoric acid plant completed in 
early 1977—an equal partnership 
between Grace and U.S. Steel. Phos- 
phoric acid is used in the production of 
converted phosphate fertilizers. 


Grace is also a major producer of 
anhydrous ammonia, which is used 
both in its pure form and as a base for 
other nitrogen fertilizers. Two new 
ammonia plants—each with a capacity 
of 1,200 tons per day—were started up 
late in 1977. The first is in Woodward, 
Oklahoma, where a Grace subsidiary 
has a 50 percent interest. The second 
is on the Caribbean island of Trinidad, 
where Grace has a 49 percent interest. 

Grace is in the forefront of an effort 
to reduce the fertilizer industry’s use 
of increasingly limited supplies of 
natural gas for ammonia feedstock. In 
an agreement with the Department of 
Energy, Grace will study the feasibility 
of making ammonia from coal. This 
would be done in two stages: High- 
sulfur coal would first be converted to 
a synthesis gas, which then would be 
used to produce ammonia for fertilizer. 
The first phase of this program, which 
calls for the design and engineering of 
the synthesis gas plant, is currently 
underway. 

Income from the sale of animal feeds 
and feed supplements was below the 
near-record level of a year ago. Grace’s 
American Breeders Service, the world’s 
largest organization for the genetic 
improvement of beef and dairy cattle, 
had improved results in 1977. 


Phosphate rock is converted into 
phosphate-based fertilizers at the Bartow 
Chemical Works in central Florida. 
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Acres of corn symbolize the record harvests of the last 
two years. In the background stands Grace’s mixed 
fertilizer plant in Henry, Illinois. 
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Five-Year Summary (S millions) 
Sales and Operating Revenues 
$663 
$851 
$972 
$1,064 
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Operating Income after Taxes 
$21.8 
$22.2 
$23.3 
$28.7 
$38.9 


With names like Mr. Gasket and 
Appliance, Grace offers a complete line 
of performance parts and custom acces- 
sories for the auto enthusiast. 
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Consumer Businesses 


Grace’s consumer businesses had 
continued growth in 1977. Revenues 
were $1.4 billion. Operating income 
after taxes increased 36 percent to 
$38.9 million. 

In recent years, Grace has concen- 
trated its consumer activities into four 
chosen areas—restaurants, specialty 
retailing, wholesaling and manufac- 
tured products. This strategy has seen 
earnings grow at an average annual 
rate of 21 percent since 1974. By 
1982, Grace expects its present mix of 
consumer businesses to yield $2 billion 
in revenues with a commensurate in- 
crease in operating earnings. 

Grace’s restaurant operations in- 
clude Far West Services, El Torito- 

La Fiesta and Del Taco Corporation— 
all headquartered in southern Cali- 
fornia. Far West Services, acquired by 
Grace in 1970, operates coffee shops 
named Coco's and specialty dinner 
houses with names like Reuben’s, 
Plankhouse, Moonraker and Sandpiper. 
Under Grace’s ownership, Far West 
has grown from 47 outlets in four 
states in 1970 to 149 restaurants in 
12 states at the end of 1977. 

Catering to the growing demand for 
Mexican food, Grace’s El Torito-La 
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Herman’s World of Sporting Goods 
caters to young and old, amateur and 
professional alike. The attention of 
this young angler is fixed on the 
racquetball display. 


Fiesta Restaurants, Inc. offers family- 
oriented dining with a moderately 
priced menu of quality Mexican food. 
Since its acquisition in 1976, El Torito 
has grown from 22 to 29 restaurants in 
three states—California, Colorado and 
Washington. Sales rose by more than 
30 percent and net income by more 
than 50 percent in 1977. 

Grace entered the fast-food market 
last year through a joint venture with 
Del Taco, Inc., which operates a chain 
of 72 Mexican fast-food outlets in 
California. Del Taco Corporation, as 
the new 80 percent-owned subsidiary 
is called, was formed to extend the 
successful Del Taco format to other 
areas of the United States. The new 
subsidiary will open its first units in 
Texas in mid-1978. 

In specialty retailing, Grace is de- 
veloping retail businesses which offer 
the consumer a broad selection of 
merchandise in a distinctive selling 
format tailored to individual interests. 
When the consumer thinks of partici- 
pant sports, Herman's comes to mind. 
When home improvement is the ob- 
jective, Channel and Handy City have 
the answer. For the world’s largest 
selection of western leisure apparel, the 
store to shop is Sheplers. In men’s and 
women’s footwear, Pix offers the con- 


sumer attractive prices and a wide 
selection of national brands. 

With Herman’s World of Sporting 
Goods, Grace is a leading specialty 
retailer of athletic equipment and 
apparel. In the seven years since its 
acquisition by Grace, Herman’s has 
grown from three stores in the New 
York area to 59 stores in 11 states with 
sales in excess of $145 million. 

Channel and Handy City make 
Grace one of the largest operators of 
home improvement centers in the 
United States. The Channel Compa- 
nies, Inc., a chain of 42 home centers 
in New Jersey and Pennsylvania, offers 
one-stop shopping to the consumer 
intent upon “do-it-yourself” home 
improvement. In the Southeast, Handy 
City operates 16 home centers with a 
broad range of hardware, plumbing 
and heating equipment, electrical sup- 
plies, lumber and building materials. 

With Sheplers, Grace offers the pub- 
lic a new kind of specialty store for 
leisure wear with a western motif. The 
chain, based in Wichita, Kansas, 
opened its third store of 86,000 square 
feet in Denver, Colorado last year and 
a fourth store in Arlington, Texas in 
January 1978. With a nationwide 
catalog business, Sheplers is the world’s 
largest retailer of western apparel. 


Grace’s program for expanding its 
restaurant and specialty retailing busi- 
nesses resulted in the opening of 58 
new units in 1977. The total number 
of Grace restaurants and retail outlets 
now stands at 350. By 1982, Grace 
expects to have more than 1,000 res- 


taurants and specialty stores nationwide. 


Through its Baker & Taylor Com- 
pany, Grace is the largest and oldest 
wholesale distributor of books to the 
nation’s libraries and retail outlets. 

In 1977, Baker & Taylor distributed 
more than 25 million books and had 
revenues in excess of $158 million. 
Operating profits showed substantial 
improvement over 1976. 

In manufactured products, Grace 
has positioned itself in three important 
markets—cocoa products, automotive 
performance parts and accessories, and 
specialty textiles. The Company’s 
withdrawal from the grocery products 
business, initiated in 1974, is now vir- 
tually complete. 

Grace is a world leader in the manu- 
facture of industrial cocoa products. 
Grace’s wholly owned subsidiary in 
Holland, Cacaofabriek De Zaan, is 
one of the world’s largest processors 
of cocoa beans. In the United States, 
Ambrosia Chocolate is a major sup- 
plier of custom-made chocolate and 


Western-style hats come in all sizes and 
shapes at Sheplers, “the world’s largest 
western stores.” Sheplers has branches in 
Denver, Oklahoma City, Wichita, and 
Arlington, Texas. 


confectionery coatings and cookie 
drops. Both companies have carved 
out proprietary positions in their chief 
product lines. 

Grace’s Automotive Specialties 
Group manufactures and markets per- 
formance parts and custom accessories 
for the automotive aftermarket. Mr. 
Gasket, Mallory Electric and Brooks 
Racing Components produce quality 
gaskets and high-performance ignition 
systems, pistons, clutches, exhaust 
headers and intake manifolds. Grace’s 
MSP Industries manufactures specialty 
steel fasteners for the automotive in- 
dustry. Appliance Industries is a major 
producer of custom wheels for auto- 
mobiles, light trucks and recreational 
vehicles. During the year, Appliance 
began shipments of cast aluminum 
wheels to the Pontiac Division of 
General Motors. These businesses had 
excellent results in 1977. 

Grace is one of the world’s major 
producers of specialty textiles, includ- 
ing mattress ticking and a variety of 
upholstery and drapery fabrics. The 
Bekaert Division in Belgium, Grace’s 
largest textile operation, has managed 
to grow through the advantages of size, 
high productivity and the ability to 
service markets with specialty products 
styled to customer specifications. 


Grace home improvement centers make 
“do-it-yourself” shopping easy. Channel 
has 42 outlets in New Jersey and Penn- 
sylvania; Handy City operates 16 stores 
in Georgia, Florida, Louisiana, Alabama 
and Tennessee. 17 


Fiesta Mexicana 


Vaulted archways, potted palms and decorative murals adorn the 
El Torito restaurant in Denver, Colorado. An appetizing menu of authentic 
Mexican dishes complements El Torito’s distinctive decor. 
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1973 
1974 
1975 
1976 
1977 


1973 
1974 
1975 
1976 
1977 


Percent of Total Operations—1977 


Sales and 
Operating Revenues 


Operating Income 
after Taxes 


Consumer 36% 


Agricultural Chemicals 14% 


Specialty Chemicals 44% 


Specialty Chemicals 56% 


Five-Year Summary (S millions) 
Sales and Operating Revenues 
$90 
$150 
$150 
$181 
$234 
Operating Income after Taxes 
$5.1 
$12.9 
$10.4 
$18.7 
$28.0 


A new desulfurization plant purifies 
“sour” gas at the Big Escambia Creek 
Field in southern Alabama. 
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Natural Resources 


Coal, oil, natural gas and energy ser- 
vices: These four businesses make up 
Grace’s growing involvement in do- 
mestic natural resources. 

Sales and operating revenues 
totaled $234 million in 1977, a 29 per- 
cent increase over the prior year. Op- 
erating income after taxes reached 
$28.0 million, up an impressive 50 
percent. On six percent of Grace’s 
sales in 1977, the Natural Resources 
Group accounted for 13 percent of 
operating income after taxes. 

Grace entered the domestic oil and 
gas business in early 1973. Since then, 
it has pursued an aggressive growth 
program, combining exploration and 
developmental drilling with the 
acquisition of producing properties. 
Last year, Grace spent $56 million 
on exploration and developmental 
drilling, and a 35 percent increase is 
planned for 1978. An additional $40 
million has been allocated for the 
acquisition of new oil and gas proper- 
ties in 1978. 

Results have exceeded projections. 
Since 1973, sales and revenues have 
grown at an average annual rate of 
27 percent. Operating income after 
taxes has climbed at an annual rate 


Homceo technicians look for trouble spots > 


onan oil rig in Louisiana. This Grace 
unit is a leading supplier of specialized 
services and equipment to the petroleum 
industry. 


of 53 percent over the same period. 
In just four years, Grace has built a 
sizable energy resource business with 
$320 million in capital employed. 
Grace’s domestic reserve position at 
year-end 1977 stood at 84.2 million 
equivalent barrels of oil and gas, in- 
cluding both proved and probable 
reserves. Production for the year totaled 
6.8 million barrels of oil and oil equiv- 
alents, up 19 percent from 1976. This 
increased production reflects the accel- 
erated development of Grace’s existing 
reserves. At the same time, the Com- 
pany is adding to its reserve base 
through new acquisitions and a suc- 
cessful program of exploratory drilling. 
Domestic oil and gas producers, 
faced with declining reserves and the 
prospect of no major new discoveries, 
are turning to enhanced methods of 
recovery in an effort to maintain pro- 
duction levels. Grace, for example, 
uses secondary recovery techniques 
to pump oil from wells where others 
have given up. These techniques in- 
clude waterflooding, whereby water 
is pumped into an oil zone to build 
pressure and force the oil to the sur- 
face; and steam injection, whereby 
steam is pumped into a well to reduce 
the thickness of heavy oil, enabling it 
to flow more freely to the surface. 


Methods such as these, while expen- 
sive, extend the life of marginal or 
nonproducing wells and contribute in- 
cremental supplies of fuel and energy. 

Waterflooding and steam injection 
are especially applicable to “stripper” 
wells, whose output averages ten bar- 
rels or less per day. Unlike all other 
categories of production, stripper oil 
is not subject to federal price controls. 
As a result, higher recovery costs can 
often be justified. Grace, in fact, gets 
40 percent of its annual oil production 
from stripper wells. 

With domestic drilling activity at its 
highest level in 18 years, Grace took 
steps to expand its stake in this im- 
portant segment of the energy busi- 
ness. Acquisitions and purchases in 
1977 boosted the rig count of Grace’s 
TRG Drilling Corp. from 21 to 40, 
placing TRG among the top four 
onshore contract drilling operators in 
the United States. The largest of these 
transactions was the acquisition of 
Glasscock Drilling, Inc., with nine rigs 
in Louisiana. Grace’s land-based dril- 
ling rigs—some of which can drill as 
deep as 23,000 feet, or more than four 
miles into the ground—are contracted 
to others for oil and gas drilling opera- 
tions in the Northern Rockies, Okla- 
homa and Louisiana. In February 


1978, Grace purchased seven addi- 
tional new rigs for $22.5 million— 
bringing its total to 47. 

Recognizing the growing impor- 
tance of drilling and oil field service 
activities to the oil and gas industry, 
Grace formed a new Energy Services 
Division in 1977. In addition to TRG 
Drilling, the new division includes 
Homco International, Inc. of Hous- 
ton. Homco is a leading supplier of 
specialized technical services and 
equipment to the oil industry. Two 
new service businesses were also 
added to the Grace lineup—the first in 
late 1977 and the second in early 
1978. Specialized expertise of this 
kind gives an added dimension to 
Grace’s efforts in the energy field. 

In coal, Grace is emphasizing the 
development of low-sulfur, medium- 
BTU reserves in the Axial Basin 
of northwestern Colorado, Production 
—at a planned rate of three million tons 
per year by 1980—has already started 
at a new mine near Craig, Colorado, 
operated by the Colowyo Coal Com- 
pany, an equal partnership between 
subsidiaries of Grace and The Hanna 
Mining Company. With recoverable 
reserves estimated at 265 million tons, 
this environmentally compatible coal 
is being sold under long-term contracts 


to electric utilities in Colorado Springs, 
Colorado and Corpus Christi, Texas. 

A second mine near Hayden, Colo- 
rado is scheduled for start-up in late 
1978. The new mine, which will 
supply about 600,000 tons per year of 
low-sulfur coal to the Pampa, Texas 
plant of Celanese Chemical Co., is 
also an equal partnership between sub- 
sidiaries of Hanna and Grace. It will 
have an expected mining rate of 
750,000 tons per year. 

A comprehensive reclamation plan, 
designed to restore the land to its orig- 
inal use as a grazing preserve and 
wildlife habitat, has been developed 
for each new mine. The amount and 
types of vegetation available for live- 
stock grazing will, in addition, be 
substantially upgraded. 

Coal is the nation’s most abundant 
energy source. According to the best 
estimates, America has enough coal to 
last 400 years at current rates of pro- 
duction. The low-sulfur content of 
western coal makes it especially attrac- 
tive in today’s environmentally con- 
scious society. With imports of oil 
and gas now accounting for 50 per- 
cent of total U. S. consumption, the 
development of America’s western 
coal reserves should be an essential 
feature of domestic energy policy. 


On the site of the Colowyo coal mine 

near Craig, Colorado, nearly one hundred 
different varieties of grasses, legumes 

and shrubs are being tested to determine 
the best methods of revegetation. 
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iant trucks haul tons of coal from the Colowyo mine near Craig, Colorado. 
The low-sulfur content of western coal makes it an ideal fuel for today’s energy 
and environmental needs. 


Beyond the Bottom Line 


There is more to the modern corpora- 
tion than what is found in a review of 
its financial and operating results. 

In addition to being a business entity, 
the corporation is a social phenomenon 
responding to the changing responsi- 
bilities placed upon it by society. No 
report of the Company’s activities in 
the past year would be complete 
without a summary of its social 
performance. 


Employment Opportunity 

Employment opportunity and stability 
are measures of management's skill 
and the strength of the enterprise itself. 
At year-end 1977, Grace had 63,400 
employees worldwide, compared with 
59,900 at the end of 1976. In Europe, 
the Far East and Latin America—and 
throughout the United States and 
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Canada—Grace employees attend 
Company-sponsored training pro- 
grams designed to improve skills and 
enhance opportunities for promotion. 

Responding to expressed social con- 
cerns, Grace took further steps in 1977 
to increase its domestic employment 
of women and minorities—especially 
in the key categories of professionals, 
managers and skilled craft workers. 
New training programs and reporting 
procedures were instituted to promote 
the attainment of this objective. At 
year-end 1977, women accounted for 
32 percent of Grace’s domestic work 
force and minorities 16 percent. 


Benefits Program 

In both the United States and abroad, 
Grace has instituted programs for its 
employees beyond those mandated by 
government regulation. These include 
Company-funded pension plans; com- 
prehensive medical, disability and life 
insurance coverage; occupational 
safety standards and employee cafe- 
terias. In the United States, a Savings 
and Investment Plan gives added 
security to Grace employees upon 
retirement or in times of family need. 
Taken together, the value of these 
benefits represents an additional 19 per- 
cent of the average Grace employee’s 
compensation. 


Energy Conservation 

Responding to the quintupling of oil 
prices since 1972 by the OPEC coun- 
tries, Grace established an Energy 
Liaison Office to promote energy con- 
servation among all domestic operating 
units, A 324-page Energy Conserva- 
tion Manual was developed to help 
each Grace unit identify and apply a 
broad range of energy-saving 
techniques. 

This effort has yielded encouraging 
results. Compared with five years ago, 
Grace today is using 17 percent less 
energy per unit of production. This 
compares with average energy savings 


over the same period of 12 percent for 
the chemical industry as a whole. The 
industry has set a voluntary energy- 
reduction goal of 15 percent by 1980, 
and Grace is already doing better 
than that. 


Environmental Concerns 

Improving the quality and utilization 
of basic natural resources like air and 
water has long been an area of busi- 
ness concern to Grace. Both Chemed 
Corporation and Grace’s Industrial 
Chemicals Group derive substantial 
revenues from the sale of engineering 
services and chemical products used 
by other industrial companies to main- 
tain the quality of these vital resources. 

Grace also employs this technology 
in upgrading its own facilities to satisfy 
changing government regulations. 

As a result, all Grace plants in the 
United States comply with federal 
clean air and water quality standards. 
Grace plants in other countries also 
operate according to applicable 
environmental guidelines. 

In central Florida and northwestern 
Colorado, where Grace has extensive 
surface-mining operations, reclama- 
tion is proceeding on a parcel-by-parcel 
basis. To date, more than 3,000 acres 
have been restored to industrial, resi- 
dential, recreational or agricultural 
use in Florida. In Colorado, where 
coal operations have just begun, the 
reclamation plan developed by Grace 
was hailed by legislators and environ- 
mentalists alike as a model of land 
management. 


Community Support 

Last year the Grace Foundation, which 
is funded by the Company, distributed 
more than $1.5 million to charitable 
and tax-exempt organizations in the 
fields of education, health, youth 
services, neighborhood redevelopment 
and the arts. Contributions by Grace 
employees to colleges and universities 
are matched by the Foundation. 
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Financial and Statistical Review (1976 restated) 


Sales and Operating Revenues 1977* Worldwide Operations 
The following table provides a geographical breakdown by line of business of sales and 
operating revenues and operating income after taxes in 1977 and 1976: 
Sales and Operating Income 
Operating Revenues After Taxes 
($ millions) 1977 1976 % Change 1977 _1976 % Change 
United States 
Chemical 
Industrial........ $ 786 $ 709 11% $ 58.0 $ 55.5 5% 
Packaging & Plastics. . 240 223 8 20.1 17.9 12 
Agricultural .... . 455 420 8 28.7 35.2 (18) 
Total Chemical.. 1,481 1,352 10 106.8 108.6 (2) 
Natural Resources ..... 149 105 42 19.6 11.5 70 
Consumer 
Specialty 
Merchandising ... . 500 354 41 19.7 13.8 43 
Consumer Products 
& Services ....... 447 370 21 6.6 5.0 32 
Operating Income After Taxes 1977* Total Consumer . 947 724 31 26.3 18.8 40 
Total United States .... 2,577 2,181 18 152.7 _ 138.9 10 
Europe 
Chemical 
Industrial.......... 335 276 21 20.9 13.3 57 
Packaging & Plastics 94 80 18 4.5 3.4 32 
Agricultural ........ 23 20 15 C5): Cay “16 
Total Chemical. . 452 376 20 24.9 14.6 71 
Consumer Products 
& Services: 3k ods. 411 333 23 122 9.3 31 
Total Europe . 863 709 22 Sn 23.9 55 
Canada, Latin America, 
: a Far East & Other Areas 
‘Excludes divestment program. Chemical 
Industrial.......... 107 99 8 8.2 9.2- (11) 
Packaging & Plastics 72 71 1 5.4 6.3 (14) 
Agricultural ...... ' 35: 29 21 (2.5) 1.5 (267) 
Total Chemical. . 214 199 8 11.1 170 (G5) 
Natural Resources ... . 85 76 12 8.4 Tee 17 
Consumer Products 
RE SOTUICOR rs 52.5.5: 5 5 Le (29) 4 6 (33) 
Total Canada, Latin 
America, Far East 
& Other Areas...... 304 282 8 19.9 24.8 (20) 
Total Operations ...... 3,744 3,172 18 209.7 187.6 12 
Divestment Program® . . 232 456 _ (8.1) (1.2) —- 
Grandclotal 372.6: $3,976 $3,628 10% $201.6 $186.4 8% 


The net investment in Grace’s operations outside of the United States was $437.4 million 
in 1977 and $408.7 million in 1976, an increase of $28.7 million, or 7.0%. 


(1) Operating Income After Taxes is computed before gains (losses) on disposal of businesses, foreign 
currency translation related to FAS No. 8 and allocation of general corporate overhead and general 
corporate interest. 

(2) Represents the sales and Sperating revenues and operating income after taxes of units disposed of 
and units for which provision for loss on future disposal has been recorded. These units are primarily 
grocery products and other consumer businesses. 


Capital Expenditures/ 
Working Capital 


1973 


1974 


($ millions) 


1975 1976 1977 


Capital Expenditures 
Working Capital Provided by Operations 


Working Capital 
Additions to working capital provided by operations amounted to $318.9 million in 1977, 
compared with $273.7 million in 1976, an increase of $45.2 million, or 16.5%. The major 
sources included: net income; depreciation, depletion and amortization; and deferred 
income taxes. 

As of December 31, 1977, working capital decreased by $15.1 million, or 2.4%, to 
$621.4 million from $636.5 million at the end of the previous year. The Company’s current 
ratio at the end of 1977 was 1.8:1, compared with 1.9:1 in 1976. 


Capital Expenditures and Net Fixed Assets 

The following table compares capital expenditures and net fixed assets by line of business 
and geographic location, including those of pooled companies for 1977 and 1976. 
Properties and equipment of purchased companies are included in the year of acquisition. 


____ Capital Expenditures Net Fixed Assets 
($ millions) 1977 1976 % Change 1977 1976 % Change 
By Line of Business 
Chemical 
Industrial......... $ 47 $ 45 4% $ 267 $ 260 3% 
Packaging & Plastics . 25 14 79 121 108 12 
Agricultural ........ 19 54 (65) 259 267 (3) 
Total Chemical. . 91 113. = (19) 647 635 2 
Natural Resources ... . 94 81 16 317 263 21 
Consumer 
Specialty 
Merchandising . . 49 15) 227 140 97 44 
Consumer Products 
& Services ...... 30 12150 103 12%" (15) 
Total Consumer 719 27 ~=—:193 243 218 11 
General Corporate . . - a - 10 12 (17) 
Tita ext tices cee $ 264 $ 221 19% $1,217 $1,128 8% 
By Geographic Location 
United States......... $ 222 $ 192 16% $ 986 $ 889 11% 
BOTOpeh so. ices ee 32 20 60 160 167 (4) 
Canada, Latin America, 
Far East & Other 
SORE ech oe eae EN 10 9 11 71 72 (1) 
| re oe ore $ 264 $ 221 19% $1,217 $1,128 8% 


Major capital expenditure projects in 1977 included: expansion of domestic and European 
production capacity for flexible packaging materials; construction of a wastewater treat- 
ment plant at Nashua, New Hampshire; expansion of silica gel productive capacity at 
Curtis Bay, Maryland and Cincinnati, Ohio; the purchase of various oil and gas producing 
properties and equipment; and the acquisition of home improvement centers (Channel 
Companies, Inc.). 

During 1976, expenditures for major projects were: construction of a glycine plant at 
Nashua, New Hampshire; completion of new sulphuric acid, converted phosphate and 
phosphate rock beneficiation plants at Bartow, Florida; expansion of ammonia production 
and phosphate rock mining facilities; and the purchase of various oil and gas producing 
properties and equipment. 

Grace expended approximately $14 million for pollution control equipment in new 
and existing plant facilities during 1977. Comparative 1976 expenditures were $17 million. 

Grace expects that total capital expenditures in 1978 will be at the same level as 1977. 
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Research and Development Expenses 1977 


Annual Earnings Per Common Share 


19973 197 1975 1976 1977 
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Employment , 
Grace’s employees numbered approximately 63,400 at the end of 1977 compared with 
59,900 at the end of 1976, an increase of 5.8% . They were geographically located as follows: 


(Rounded to hundreds) 1977 1976 
United States Chemical............ 20,300 19,400 

Natural Resources .... 1,900 1,600 

(CORSUTRET! .—. . Snes on 23,200 19,500 

Corporate Headquarters 700 700 

Europe Chemical............ 7,900 7,800 

Comper... 4,800 6,300 

Canada, Latin America, Far East Chemical | . =e 4,100 4,100 
& Other Areas Natural Resources . 100 100 

Lh a ae 400 400 

es 63,400 59,900 


Employment costs in 1977 were $853,900,000 compared with $792,171,000 in 1976. 


Research and Development 

Grace engages in an active research and development program directed toward the improve- 
ment of and development of new uses for existing products and processes, the development 
of new products compatible with existing businesses and the development of products 

and processes for new business and investment opportunities. Industrial research is carried 
out by 39 divisional laboratories and by the corporate Research Division whose central 
laboratory is located in Columbia, Maryland. The following table shows the distribution 

of research and development expenses by strategic objective for the five-year period 
1973-1977: 


($ millions) New Products 
Current Compatible New Business Basic All 
Products & With Existing & Investment Technical Other 
Year Processes Businesses Opportunities Information Projects Total 
1973... $13.1 $4.5 $3.4 $0.3 $6.8 $28.1 
1974 15.4 6.5 3:3 0.4 6.0 31.4 
1975... 16.5 Sul Buh 0.7 2.5 27.9 
1976 16.2 a5 3.5 0.8 2.3 28.3 
1977). 17.9 7A 3.9 5 2.0 32.0 


In 1978, Grace expects that total research and development expenditures will amount to 
approximately $37 million. 


Comparative Quarterly Earnings—Five Years 

The following table compares net income and earnings per share by quarter, as restated, 
for the five-year period 1973-1977: 

($ millions except per share) 


Net Income Earnings Per Share 


First Second Third Fourth First Second Third Fourth 
Year Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter 
1973. -.°_ $937 “$25.5 ~$16:6" $266 $ .28 $ .76 $ .49 $ .84 
1974... 18.1 45.9 42.2 15.0 54 1.38 1.27 45 
1975... 35.0 83.4" 41.9 10.4 1.05 2477 1.95 31 
1976... 29.2 45.4 29.5 28.5 PY i J 1.21 a -76 
1977... 24.7 47.9 37.5 30.4 65 127 99 80 

Percent Increase (Decrease) Over Comparable Period of Prior Year 
1974. . 86.6% 80.0% 154.2% (43.6) % 92.9% 81.6% 159.2% (46.4) % 
1975... 934 81.7 C7), (30:7) 94.4 79.0 C6): 31) 
1976... (16.6) (45.6) (29.6) 174.0 (26.7) (51.0) (38.4) 145.2 
1977... ‘(15.4) 3.5 27.1 6.7 (15.6) 5.0 28.6 5.3 


*Includes gain on sale of a portion of the Company’s interest 


in Jacques Borel International S.A. of $35.6 ($1.07 per share). 


Unaudited Summary of Quarterly Results ($ millions except per share) 


1977 

Sales and operating revenues 

Cost of goods sold and 
operating expenses 

Other expenses, net... . 

Effect of FAS No.8 .... 

Gains (losses) on disposal of 


businesses 0... cee 


Income before taxes 
Income taxes ... 
Net income 


Earnings per share: 
Income before effect of 


FAS No. 8 and disposal 


of businesses vA 
Effect of FAS No. 8 
Effect of disposal of 

businesses . 


Earnings per share = 
full dilution . . 


1976* 

Sales and operating revenues 

Cost of goods sold and 
operating expenses 

Other expenses, net 

Effect of FAS No. 8 . 

Gains (losses) on disposal o of 
businesses . : : 

Income before taxes 

Income taxes 


NCU TIONING sets ude deca ah ayo ek 


Earnings per share: 
Income before effect of 
FAS No. 8 and cca 
of businesses . 


Effect of FASNo.8 ..._... 


Effect of disposal of 


businesses .__ . as 


Earnings per share assuming 


Poll dilation | i0isc ca ecrs 


*Restated. 


First Second Third Fourth Full 
Quarter* Quarter* Quarter* Quarter Year 

$ 906.5 $1,049.4 $ 945.7 $1,074.6 $3,976.2 
(634.9) (718.0) (653.8) (727.0) (2,;733:7) 
(220.3) (234.5) (230.4) (274.5) (959.7) 
1.1 (1.9) 6 (3.8) (4.0) 
(3.2) 6 8 (15.4) (17.2) 
49.2 95.6 62.9 53.9 261.6 
(24.5) (47.7) (25.4) (23.5) _ (121.1) 

$ 24.7 $ 47.9 $. 375 $ 30.4 $ 1405 140.5 
$ 65. § 1) Se 86 8 6§$ Lit-= °$. (3393 
.02 (.04) .02 (.09) (.09) 

(.02) = a (.22) (.13) 

$ 65: $ 1.27 = -§ 99 =§$ 80 $ 3.71 
$ 61 $ 1.16 § 92. $ 15 $ 3.44 
$ 810.2 $ 938.1 $ 870.4 $1,009.7 $3,628.4 
(564.0) (642.0) (602.3) (713.9) (2,522.2) 
(196.9) (205.9) (214.7) (232.4) (849.9) 
A) (3.6) (.6) (.2) (3.5) 

= = 4.6 (3.8) 8 

50.2 86.6 57.4 59.4 253.6 
(21.0) (41.2) (27.9) (30.9) (121.0) 

$ 29.2 $ 45.4 $ 29:5 $ 28.5 $ 132.6 
i (=f 1.29 §$ etl a8. 19>. $3.54 

02 (.08) (.03) = (.09) 

= = 09 (.03) .06 

$ wa =S 1.21. $ 77 = $ 16: $ 351 
d2_ -$* 51.10" -§ Be ered} a> “$325 
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Cash Dividends Paid Per Share 
of Common Stock 


1973 1974 1975 1976 
Cash Dividends on Common Stock 
(S$ millions) 


1974 


1973 1975 
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Stock Price Data—1977/1976 
Principal Markets: Common Stock (GRA)—New York Stock Exchange (NYSE) 
Preferred Stocks—Over-the-Counter 


Common Stock Prices—-NYSE 


1977 High Low Close 
Mites DRE acl, gs ste oe ane $31.25 $28.00 $28.50 
SevondQuartee: 5 cons tater se cao 31.625 28.00 29.25 
Third Quarter ....... 30.375 26.25 27.375 
Reurtr asrted oss <6 csi eas on ee 28.625 25.875 27.00 
1976 

MESON ARET i or iar scare si ncevovenanermctoncesr cise $33.875 $24.25 $29.75 
Secondaries roo 6 eens 30.375 24.75 27.625 
We Ciitntet scorer snes omer seein as 28.75 25.25 28.25 
MOREE PERRELOR re the reece. oa, 3 ayn ee ever meee 29.50 26.00 29.25 


Trading in the three classes of preferred stock was minimal in 1977 and 1976. Bid prices for 
the 6% Preferred Stock ranged between $65 and $60 per share in 1977 and between $65 and 
$50 in 1976. Bid prices for the Class A and Class B preferred stocks were in a range of 
$85-$80 per share in 1977 and $85-$70 per share in 1976. 


Dividends 
For the years 1977 and 1976, common stock dividends were declared and paid to shareholders 
as follows: 


Per 
Record Date Payment Date Share 
1977 
POULOAY. ON. oo .03.2/ cc n0s Bano. crepe x srenenstaocla $0.425 
fer Dna enemies ere FONG xs. not eaaes 0.45 
AURORE Si So Soin. deters ol 2 a ee 0.45 
November9 ............ December oo. acacia ws 0.45 
$1.775 
1976 
Pebeaary 10 oo... ten NEAECIA 6 hea eget cris hers obs $0.425 
OER gare strict, aera pr Ut RO ene ee ee eee 0.425 
yt | rr September 10)... ......... 0.425 
November 12........... December! 10"... 05s 5. 0.425 
$1.70 


Grace has paid dividends on its common stock consecutively since 1934, or 44 years. 

In 1977, the total dividends paid by the Company on its common stock were $65,913,000. 
This was an 8.2% increase over the $60,932,000 paid in 1976. As a percentage of net income, 
the payout was 47% and 46% of net income for 1977 and 1976, respectively. 


For the three classes of preferred stock currently issued and outstanding, quarterly divi- 
dends were paid on the same dates as common stock dividends in 1977 and 1976, as follows: 


Quarterly Annual Rate 

1977 1976 = 19771976 
Préfertede asoyess ees naar $1.50 $1.50 $6.00 $6.00 
Class A Preferred ........... 2.00 2.00 8.00 8.00 
Class B Preferred ........... 2.00 2.00 8.00 8.00 


During 1977, preferred dividends totaled $670,000, compared with $688,000 in 1976. 


Dividend Reinvestment Service 
There were 9,866 shareholders of record participating in Grace’s Dividend Reinvestment 
Service as of December 1977. At the end of 1976, there were 9,200 shareholders partici- 
pating in the Service. During the year 1977, Grace shareholders reinvested dividends and 
made supplementary cash payments totaling $1,967,605, which purchased 69,837 shares 
of Grace common stock in the open market. 

The Company absorbs brokerage commissions and bank service fees for all participants, 
thereby providing the Service free of charge to Grace shareholders. 


Chemed Corporation 

Chemed Corporation, an 89% -owned consolidated subsidiary of the Company, manufac- 
tures and sells water treatment and pollution control chemicals, institutional food service 
cleaning compounds, specialized industrial chemicals, and markets medical supplies and 
diagnostic services. Sales and operating revenues were $286.4 million for the year 1977, 
an increase of $34.1 million, or 13.5% over 1976. Net income was $20.0 million in 1977, 
an increase of $2.8 million, or 16.3% over 1976. 


The following table shows key financial data, as reported by Chemed, for the five-year 
period 1973-1977: 


Sales & Cash 

($ millions except per share) Operating Net Earnings Dividends 

Revenues Income Per Share Per Share 

197300 airs wee ere $164.3 $12.3 $1.34 $ .44 

1974 4 ere 194.5 11.3 1.23 ‘52 

BOTS Stren a ee 219.5 14.8 1.60 58 

1976) ons sits So mere a 252.3 17.2 1.85 86 
1 BS Aree tanya nr ah Rear leg ek 286.4 20.0 2.14 1.20@ 


(1) After adoption of LIFO. 
(2) Current annual dividend rate $1.40 per share. 


Chemed’s capital stock is traded Over-the-Counter under the symbol CMED. Copies of the 
1977 Annual Report and Form 10-K are available by writing: George H. Scheper, Execu- 
tive Vice President, Chemed Corporation, 1200 DuBois Tower, Cincinnati, Ohio 45202. 


Replacement Cost Information 

In accordance with a requirement of the Securities and Exchange Commission, unaudited 
year-end 1976 and 1977 replacement costs of inventories and productive capacity and the 
approximate effect such costs would have had for the year on cost of goods sold and 
depreciation expense are contained in the Company’s Annual Report on Form 10-K. 


Form 10-K Annual Report 

The Annual Report on Form 10-K for 1977 as filed by the Company with the Securities 
and Exchange Commission is available to any Grace shareholder without charge. 

Write: James G. Stier, Director of Investor and Shareholder Relations, W. R. Grace & Co., 
Grace Plaza, 1114 Avenue of the Americas, New York, New York 10036 
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Resource Map: The geographic scope of 
Grace’s activities in domestic natural 
resources is identified below. In oil and 
gas, Grace had 1,485 net producing wells 
and 84.2 million barrels of proved and 
probable reserves at year-end 1977. 
Contract drilling operations are concen- 
trated in the Northern Rockies, Oklahoma 
and Louisiana. Oil field services are 
provided at locations principally in 
Louisiana and Texas. 


A Oil and Gas Producing Areas 

Storage and Transmission Facilities 

"E. Oil Field Services and Equipment 

~ Contract Drilling—Areas of Concentration 
* Coal Reserves 

* Phosphate Rock Reserves 

% Vermiculite Ore Reserves 


In coal, Grace has 273 million tons of 
low-sulfur, medium-BTU reserves under 
development in northwestern Colorado. 
Phosphate rock reserves in central Florida 
total 300 million tons. Rounding out 
Grace’s resource assets are major deposits 
of vermiculite ore in Montana, South 
Carolina and Virginia. With their relatively 
low book value and cost of acquisition, 
these reserves are “hidden assets.” 


Selected Natural Resource Statistics—United States, Canada and Libya 


OilandGas _—_ United States and Canada 
Production—1977: 
Crude oil and condensate eget en; gas liquids and 
sulfur) Pied aan aden sxebirs thane unt wrecaecumeyry tenia 3.6 million barrels 
OUTER PRAY ert cen io Dangers toot Tekan sate Acfoc ge do sn 31.5 billion cubic feet 
Total production of oil and oil equivalents (10 MCF gas = 1 Bb!) _ 6.8 million barrels 
Average daily production of oil and oil equivalents .... . 18.6 thousand barrels 
Reserve position—proved and probable: 
Crude oil and condensate ane = —* and 
sulfur) So tay ee ora pate ce ere eae 47.3 million barrels 
NBtUINU GON seen re a ena ot cairn as 368.5 billion cubic feet 
Total reserves of oil and oil equivalents................ 84.2 million barrels 
Oil and gas producing wells and acreage: 
Net es wells— 
earn ort te ad ain a, try oS has 1,169 
oa SENET Seal Seek ed Fs aks a ATEN OS 2 316 
Tahal eee ee ea een nme ae 1,485 
Producing acreage— 
Se ean, a ee eS RO le PE 612,722 acres 
Drs ieee ee on a hn ae 194,114 acres 
Contract drilling rigs—12/31/76 .................... 21 
BOGUOORIN TOT itor cacn ios veka Srabagere mes « 19 
Totak-drilling rigs—12/50/77 005 oe ee vee ve wins tes 40 
Voyager Petroleums Ltd. (Canada) 
Grace minority interest... ois nc ve eae 23% 
Gas reserves (100% basis) ........ 406 billion cubic feet 
Libya—Raguba Field (Grace share) 
Production—1977: 
Crude oil and condensate .. . 3.0 million barrels 
Reserve position—proved and probable: 
Crude oil and condensate............ 37.9 million barrels 
Producing acreage— 
CUBE Yor ar ene ein cee noes 25,464 acres 
Je vem aecrn paaeticas, oan ten ne Ronee DEE PaO re eee 3,057 acres 
Coal Colowyo—low-sulfur steam (Grace interest: 50%) 
EMER MUNIN Se els en Ab Latta x es acd paso  oco am 165 million tons 
MSivciernrenitied te ice er eneietols a0 istmcanene 8 ns Aierekeecsi a arateae Ts 100 
Total reserves 265 million tons 
Expected mature year (1980) ale miningrate........ 3 million tons 
Hayden Gulch—low-sulfur steam (Grace interest: 50%) 
DNRACe: MMP A DO ie ie ns. sirvaldou eae niamenceale © e anye 8 million tons 
Expected mature year (1979) annual mining rate . . . 750 thousand tons 
Phosphate Rock —_Reserves—Central Florida 
Brimary ie! eccrine isn a ayes Benge S Sin wc latest 186 million tons 
SRCIMICNI teat, Ge wre ent Me tne seat sha canals sis skeet 114 
TR Tks Sense ciiets aoe, ip ainicer eee cesar optima eee 300 million tons 
Present annual mining capacity .....................45. 5.1 million tons 
Estimated life of reserves at projected mining rates ........ 50+ years 
Vermiculite Ore © Current annual miningrate............... 2.0.0... ..005. 350 thousand tons 
Estimated life of reserves at current mining rate........... 50 years 


as 


Financial Data by Line of Business 1973-1977 W. R. Grace & Co, and Subsidiary Companies 
($ millions—1973-1976 restated) 


Total Divest- 


Natural Opera- ment 
Chemical Resources Consumer _tions Program‘) Grace 

___ Specialty Specialty Consumer 

he ae saome. Comer Total 
Sales and Operating Revenues 
1973 $ 690 $ 259 $ 363 $1,312 $ 90 $ 176 $ 487 $ 663 $2,065 $ 825 $2,890 
1974 895 314 504 173 150 244 607 851 2,714 841 3,555 
1975 932 325 515 1,772 150 304 668 972 2,894 707 = 3,601 
1976 1,084 374 469 1,927 181 354 710 1,064 3,172 456 3,628 
1977 1,228 406 513 2,147 234 500 863 1,363 3,744 232 3,976 
Average Annual % Growth Rate 
1973-1977 15.5% 11.9% 9.0% 13.1% 27.0% 29.8% 15.4% 19.7% 16.0% - 8.3% 
Operating Income after Taxes“) 
1973 $ 47.8 $ 16.3 $ 25.6 $89.7 $ 51 $ 67 $15.1 $218 $1166 $ 7.9 $1245 
1974 55.9 23.6 82.0 161.5 12.9 7.6 14.6 22.2 196.6 3.4 200.0 
1975 58.0 18.6 81.4 158.0 10.49 = 11.4 11.9 23.3 191.7 5.0 196.7 
1976 78.0 27.6 34.6 140.2 18.7 13.8 14.9 28.7 187.6 (1.2) 186.4 
1977 87.1 30.0 2.7 142.8 28.0 19.7 19.2 38.9 209.7 (8.1) 201.6 
Average Annual % Growth Rate 
ae Se Ree eee a ee ee eee ee 
Sales and Operating Revenues 
Percent of Total Operations 
1973 33% 13% 18% 64% 4% 8% 24% 32% 100% 
1974 33 12 19 64 5 9 22 31 100 
1975 32 11 18 61 5 11 23 34 100 
1976 34 11 15 60 6 11 23 34 100 
1977 33 11 14 58 6 13 23 36 100 
Operating Income after Taxes 
Percent of Total Operations 
1973 41% 14% 22% 171% 4% 6% 13% 19% 100% 
1974 28 12 42 82 7 4 uh igi 100 
1975 30 10 43 83 5 6 6 12 100 
1976 41 15 19 75 10 7 8 15 100 
1977 42 14 12 68 13 10 9 19 100 


(1) Operating Income after Taxes is computed before gains (losses) on disposal of businesses, extraordinary items, foreign currency translation 
related to FAS No. 8 and allocation of general corporate overhead and general corporate interest. For this table, taxes are computed substan- 
tially on a separate return basis for each subsidiary and each division of the Company. In the case of each U.S. subsidiary and division, benefits 
for all generated investment tax credits and operating losses, if any, are recognized currently. 


(2) Represents the sales and operating revenues and operating income after taxes of units disposed of and units for which provision for loss on 
future disposal has been recorded. These units are primarily grocery products and other consumer businesses. 

(3) Net of a provision of $7.0 for taxes on intangible drilling costs recorded as the result of a change in tax regulations. Subsequent years are 
similarly affected. 


1977 LINES OF BUSINESS 
($ millions) 


CHEMICALS 


Specialty Industrial 


Bituthene waterproofing materials 

Cracking catalysts for oil refining 

Daramic and Darak battery separators for auto and industrial batteries 
Daran coatings for paper products 

Darex container sealing compounds 

Dearborn pollution control chemicals 

Dental and medical supplies 

DuBois cleaning compounds for industries and institutions 
Emission control catalysts for automobiles 

Hampshire chelating agents for industrial processes 

Letterflex systems for newspaper printing 

Molecular sieves for purification and drying of gases and liquids 
Plasticizers 

Polyester resins for molded fiberglass reinforcement 

Polyfibron printing blankets 

Syloid silica gel adsorbents for foods and pharmaceuticals 
Synthetic lubricants for jet engines 

Water and waste treatment chemicals 

Zonolite insulating materials 


Specialty Packaging & Plastics Airmold plastic cases for small durable goods 
Cryovac shrinkable films and pouches for packaging of perishables 


Viny] film and sheeting for wallcoverings and upholstery 
Agricultural 


ABS animal genetics 
Farr Better and Walnut Grove feeds and supplements for livestock 
Nitrex and Nurish fertilizers; phosphate rock 


Pesticides for crop disease control 


NATURAL RESOURCES 


$28.0 Coal, natural gas and oil for energy generation 
Oil field services; contract drilling; tools and equipment rental 
Storage and transmission of fuel supplies 


CONSUMER 


Specialty Merchandising $ 500 $19.7 Del Taco Mexican fast-food chain 
EI Torito-La Fiesta Mexican restaurants 
Far West Services theme restaurants, dinner houses and coffee shops 
Handy City and Channel home improvement centers 
Herman’s World of Sporting Goods stores 
Pix shoe stores 
Sheplers western apparel retailing 


Consumer Products & Services $ 863 $19.2 Ambrosia and De Zaan cocoa products 
Auto performance and customizing equipment 
Baker & Taylor book distribution 
Barilla pasta products 
Real estate and land development 
Specialty textiles 
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Principles of Consolidation: 


Inventories: 


Properties and Equipment 
and Related Depreciation: 


Leases: 


Deferred Revenue from 
Sales of Future Natural 
Resource Production: 


Development Expenses: 


Earnings Per Share: 


Pension Plans: 


Audit Committee of the 
Board of Directors: 


Summary of Significant Accounting and Financial Reporting Policies 


The Company’s accounting and financial reporting policies reflect practices common in its 
various businesses and conform to generally accepted accounting principles. 


The consolidated financial statements include the accounts of the Company and all majority 
owned subsidiary companies. Investments in partnerships and less than majority owned 
companies are carried at cost adjusted for subsequent changes in equity. Significant inter- 
company transactions have been eliminated. 


Inventories are stated at the lower of cost or market. Due to the diversified nature of the 
Company’s operations, several methods of determining cost are used including first-in, 
first-out, average, retail and, for substantially all chemical operations in the United States, 
last-in, first-out. Market value for raw and packaging materials is based on current costs 
and, for other inventory classifications, on net realizable value. 


Depreciation of properties and equipment is generally computed using the straight line 
method over the estimated useful lives of assets. Expenditures for maintenance, repairs, 
renewals and betterments that do not significantly extend useful lives of assets are charged to 
income as incurred. Cost and related accumulated depreciation of property retired or 

sold are removed from the accounts, and any resulting gain or loss is reflected in income 
currently. Intangible drilling and development costs are capitalized only for productive 
wells and subsequently amortized on the unit of production method. Depletion of natural 
resource properties is also provided on the unit of production method. 


Properties and equipment operated under leases which transfer substantially all benefits and 
risks associated with the assets to the Company are capitalized. An asset and liability equal to 
the present value, or fair value if appropriate, of minimum payments over the term of the 
lease are recorded. Amortization of the asset is computed using the straight line method. Ex- 
penses associated with all other leases (operating leases) are charged to income as incurred. 


Revenues received from sales of natural resources in advance of production are deferred and 
recognized, net of financing costs, when the products are shipped. Repayments are 
made only from proceeds generated by sale of dedicated production. 


Costs associated with the development of businesses, including promotion, market research, 
store preopening and preoperating expenses, are charged to income as incurred. 


Earnings per share are computed on the basis of the weighted average number of common 
shares outstanding. Common equivalent shares are not included in the computation since 
they are not significant. Earnings per share assuming full dilution are computed based on 
the assumption that convertible debt obligations were converted at the beginning of the 
period. 


Costs of pension plans are actuarially computed principally using the aggregate cost method 
under which all unfunded prior service costs are amortized over the remaining service 
lives of participants. 


The Audit Committee, comprised of directors who are not officers or employees of the 
Company, meets periodically during the year with senior financial officers, internal auditors 
and independent accountants to review accounting, auditing and financial reporting matters. 


W. R. Grace & Co, and Subsidiary Companies 


Consolidated Statement of Income In Thousands (except per share) 


Years Ended December 31, 


Sales and operating revenues ..... . 
Dividends, interest and other income 


Cost of goods sold and operating expenses 
Selling, general and administrative expenses 
Depreciation, depletion and lease amortization 
Interest expense 0.5.5 cs. s .s Fre. 
Research and development expenses 

Net foreign exchange (gains) losses 

Net (gains) losses on disposal of businesses 


Income before taxes 
Income taxes 


be Pen cer peur ere RCO Pe REPOS ths A eo nn ea es ee 


Earnings per share 


Earnings per share assuming full dilution 


The Summary, page 36, and Notes to Financial Statements, pages 41 to 47, 
are integral parts of this statement. 


$ 3.44 


1977 1976 
$3,976,233 $3,628,406 
16,261 19,320 
3,992,494 3,647,726 
2,733,678 2,522,201 
734,938 666,584 
132,042 115,397 
75,230 68,248 
32,007 28,280 
5,822 (5,816) 
17,158 (810) 
3,730,875 3,394,084 
261,619 253,642 
121,144 120,992 
$ 140,475 $ 132,650 
$ 3.71 $ 3.51 
$ 


3.25 
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Consolidated Statement of Changes in Financial Position Jn Thousands 


Years Ended December 31, 


Financial Resources Provided by: 
Net income . 
Depreciation, depletion —_ amortization 
Deferred income taxes 
Equity in unremitted earnings of sieancaiaiol 
and less than majority owned companies 
Net (gains) losses on disposal of businesses 
Working capital provided by operations 
Working capital provided by disposal of businesses: 
Gross proceeds . . 
Noncurrent proceeds 
Working capital divested . 
Increase in long term debt 
Investments in and advances to partnerships 
and less than majority owned companies 
Disposal of properties and investments 
Other transactions, net 


Financial Resources Used for: 
Capital expenditures ; Regis Frere art 
Cash dividends Sain Roa ae e a tae ea ara 
Reduction in deferred revenue from sales of pon 

natural resource production Lee Rieereon isa an Rae 
Reduction in long term debt 


Increase (Decrease) in Working Capital 


Analysis of Changes in Components of Working Capital: 
Cash and marketable securities aA 
Common stock subscribed 

Notes and accounts receivable, less dhinesiite 

Inventories . . Soar BE eT eM 5 tc tas 
Loans payable . ; reas: Py ee ene 
Accounts payable . . 

Income taxes 

Other, net 


The Summary, page 36, and Notes to Financial Statements, pages 41 to 47, 


are integral parts of this statement. 


1977 


$ 140,475 
137,270 
18,400 


5,550 
17,158 
318,853 


56,389 
(16,603) 
(48,726) 

51,152 


16,624 
13,953 
4,792 
396,434 


263,633 
66,670 


11,594 
69,624 
411,521 

$ (15,087) 


$ (53,694) 
45,568 
22,924 
23,209 

(12,699) 
(13,017) 
(27,378) 

$ (15,087) 


1976 


$132,650 
125,064 
13,803 


2,987 
(810) 
273,694 


22,017 

(4,331) 

(9,376) 
185,464 


(55,801) 
11,197 

(13,356) 

409,508 


221,272 
61,671 


18,524 
63,062 
364,529 
$ 44,979 


$128,659 

(104,000) 
14,421 
27,285 
45,220 
(20,318) 
(34,918) 
(11,370) 

$ 44,979 


W. R.Grace & Co. and Subsidiary Companies 


Assets 


Liabilities 


Shareholders’ Equity 


Consolidated Balance Sheet In Thousands 


December 31, 


Current Assets 
Cash, including time deposits of $67,862 
(1976—$58,900) 
Marketable securities ................ ; 
Notes and accounts receivable, less allowance 
of $24,584 (1976—$17,439) 
re : wy tere eee 
Prepaid expenses . ‘ np Dect Meo townog Sean cake 


Total Current Assets 


Long term receivables and other assets . 

Investments in and advances to partnerships 
and less than majority owned companies . 

Properties and equipment, net ........ 

Goodwill, less amortization of $16,230 
(1976—$13,822) . 


Current Liabilities 
Loans payable 
Accounts payable 
Income taxes 

Other current liabilities 


Total Current Liabilities 


Deferred revenue from sales of future 
natural resource production . 

Long term debt : eis: 

Foreign social law obligations and other 
noncurrent liabilities . 

Deferred income taxes . Sei es 

Equity of minority shareholders in consolidated 
subsidiaries 


The Summary, page 36, and Notes to Financial Statements, pages 41 to 47, 
are integral parts of this statement. 


1977 1976 

$ 89,861 $ 78,629 
90,109 155,035 
546,385 500,817 
608,014 585,090 
40,227 30,755 
1,374,596 1,350,326 
158,536 151,114 
120,637 136,856 
1,216,950 1,127,878 
70,244 74,461 
$2,940,963 $2,840,635 
$ 146,811 $ 170,020 
329,202 316,503 
119,248 106,231 
157,967 121,117 
753,228 713,871 
17,779 29,373 
754,401 773,839 
54,052 52,619 
117,934 100,961 
16,426 15,683 
1,713,820 1,686,346 
1,227,143 1,154,289 
$2,940,963 $2,840,635 
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Balance at January 1, 1976, as reported . 


Adjustment for change in accounting for leases ..... . 


Adjustment for businesses combined in poolings of 
interests transactions in 1977 .. 
Balance at January 1, 1976, as restated... .. 


noncurrent marketable equity securities ......... 
MMVIGOMGS MRE Getter cmrtieicta aetets cise eRe eat 
MIEN io acy rake a 3 eve bssaribra Saye 5A Se ee 


Net income—1977 .. 


Provision for net unrealized loss on investment in 


noncurrent marketable equity securities ... . 
Dividends paid! re se 5. eee aces 


Other Se Sore ee COAT eae 
Balance at December 31,1977 ................... 


Consolidated Statement of Shareholders’ Equity In Thousands 


Years Ended December 31, 1976 and 1977 


Preferred Common Paid in Retained 

Stocks Stock Capital Earnings Total 
$9,241 $36,899 $349,434 $689,484 $1,085,058 

ey = - (6,459) (6,459) 
- 714 (700) 4,675 4,689 
9,241 37,613 348,734 687,700 1,083,288 
- - - 132,650 132,650 

£ = - (1,120) (1,120) 

- — - (61,671) (61,671) 
— 24 1,118 - 1,142 
9,241 37,637 349,852 757,559 1,154,289 
- - - 140,475 140,475 

ox _ (2,425) (2,425) 

, ss - (66,670) (66,670) 
(322) 40 1,756 - 1,474 
$8,919 $37,677 $351,608 $828,939 $1,227,143 


The Summary, page 36, and Notes to Financial Statements, pages 41 to 47, are integral parts of this statement. 
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Note 1—Marketable Securities: 


Note 2—Inventories: 


Notes to Financial Statements (dollar amounts in thousands except note 13 and per share) 


(The financial statements for 1976 have been reclassified and restated for poolings of 


interests and the effects of Statement of Financial Accounting Standards No. 13, 


“Accounting for Leases”. ) 


Current marketable securities are carried at cost which approximates market except that, in 


1976, certain equity securities at a cost of $17,532 were reduced by a valuation 


allowance of $1,116 to adjust their carrying value to approximate market. The Company 
holds no current marketable equity securities at December 31, 1977. The noncurrent 
portfolio of marketable equity securities is included in other assets at a cost of $15,175 


(1976—$15,175), which has been reduced by a valuation allowance of $5,140 


(1976—$1,663) representing the aggregate unrealized losses. 


Inventories consist of: 
1977 1976 
Raw and packaging materials.................. $132,155 $137,695 
A INO se Se ats ate, Ra St aah cP rao dscd l Ane We aT 44,597 44,810 
Finished products . Re ae ek eek eth ar Ras 232,431 223,747 
General merchandise .... . SOI Pein Bare 145,016 138,489 
Real estate development properties ................. 53,815 40,349 
$608,014 $585,090 


Inventories valued using the last-in, first-out method amounted to $124,631 
(1976—$92,267) which was approximately $62,556 (1976—$55,672) less than 


current value. 
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Note 3—Investments in and 
Advances to Partnerships and Less 
Than Majority Owned Companies: 


Note 4—Properties and Equipment: 
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Notes to Financial Statements (dollar amounts in thousands except note 13 and per share) 


The Company has 50% interests in partnerships for developing certain coal properties and 
manufacturing phosphoric acid and ammonia. In addition, the Company has invest- 

ments in less than majority owned companies, principally a 49% interest in an ammonia 
manufacturing company in Trinidad and a 50% interest in a pulp and paper manufacturing 
company in Colombia. A summary of the financial position of these partnerships and less 


than majority owned companies is set forth below: 


1977 

Total ae60t§s osc sc tem nasser 2 $ 417,229 

Wotal Hawes oS oc scpaicce Sarsvare\ainaies geet era w arses __ 337,138 

Net assets . Pa iibiccaeeaia wns $80,091 

Company’s equity and advances $ 91,319 
Investments in and advances to other partnerships and less 

than majority owned companies : 29,318 

$ 120,637 


1976 


$ 334,831 


143,506 


¥_ 191,325 
$ 121,743 


15,113 


S_ 136,856 


At December 31, 1977, the Company had guaranteed certain obligations totaling 
$80,750 incurred by two of the partnerships. No loss is anticipated under these guarantees. 


The Company’s equity in the results of operations of partnerships and less than majority 
owned companies was not significant in either year. Dividends received from less than 


majority owned companies amounted to $2,982 (1976—$2,280). 


Properties and equipment include: 


1977 1976 
Pane 20. a ute Ca Data: Cite eae ee eae ae $ 82,719 $ 81,372 
Natural resource properties ..........0 cei cece 326,855 275,247 
Doe ace 438,955 396,163 
Machinery, equipment and i ee ae aE 1,125,848 1,053,566 
Projects under construction .... . . 56,335 $7,231 
2,030,712 1,863,579 

Accumulated depreciation, depletion and lease amortization (813,762) (735,701) 
$1,216,950 $1,127,878 


In 1977, the Company adopted the provisions of Statement of Financial Accounting 
Standards No. 13 which changed standards of financial accounting and reporting for leasing 
arrangements. This change was adopted retroactively and had no significant effect on 


net income. 


Future minimum lease payments and the related present value of capital lease 


payments are: 


Capital 

Leases 
Ls Hee ae PPI pn 6c, <a ee ee Ir ee OR $ 15,963 
1979)... site erst: PM Tee : 15,185 
Por ee ens ic ipertione a de netics Wicomico nai 14,444 
1981 13,414 
PO a Nett cto eee Bache sois ta oe ee ern 12,823 
Later years 117,205 
Total minimum lease payments . rate Oe 189,034 
| Cn ae ag ee, See See Ree a eee ra area (91,674) 
Present value of net minimum lease payments crtaneop tae $ 97,360 


Operating 


Leases 


$ 30,412 


25,593 
21,938 
19,026 
17,737 
255,008 


$ 369,714 


The Company’s total rental expense for operating leases was $44,819 (1976—$42,405), 
including $2,468 (1976—$1,778) of contingent rentals. Sublease rentals were not 


significant in either year. 


W.R.Grace & Co. and Subsidiary Companies 


Note 5—Long Term Debt: 


Notes to Financial Statements (dollar amounts in thousands except note 13 and per share) 


Long term debt consists of: 
Average 
Interest Years of 
Rates Maturity 1977 1976 
W. R. Grace & Co. 
Promissory notes... <2 sco ecas3.: 7.6% 1978-96 $390,142 $401,364 
Subordinate debentures (1) ...... 6.5 1982-96 99,911 99,925 
Subordinate debentures (2) ...... 4.25 1978-90 47,662 53,423 
Sundry indebtedness ........ eal 1978-98 85,057 93,265 
Debentinee: sco hcmcced. aac Sta ES 1978-80 6,433 8,814 
Debentures:(2)) cs. cs etc cxnn 5.0 1978-86 10,902 13,636 
640,107 670,427 
Subsidiary companies 
W. R. Grace Land Corporation (3) 9.5 1978-2007 34,809 35,197 
Oe sticpna teres rent oheoce 7.1 1978-95 23,399 29,063 
698,315 734,687 
Capitalized lease obligations ....... 97,360 84,914 
795,675 819,601 
Amount due within one year ....... (41,274) (45,762) 


$754,401 $773,839 


(1) Convertible into one share of common stock for each $29.625 principal amount. 

(2) Convertible into one share of common stock for each $57.32 principal amount. 

(3) Secured by real estate development properties and guaranteed by W.R. Grace Land 
Corporation. 


Long term debt payable during each of the four years subsequent to December 31, 1978 is: 


DTD Seiad cisco sab. > $ 68,877 
LORD is 5% rates BG 49,753 
ie | aoeker naan emmy pe 35,119 
he 7 CE ee 40,996 


At December 31, 1977, $139,300 of retained earnings were free of the restriction 
on payment of cash dividends imposed by terms of the most restrictive of the Company’s 
loan agreements. 


The Company has credit lines amounting to $194,400, all of which were unused at 
December 31, 1977. 


In addition to the current portion of long term debt, loans payable include domestic 


obligations of $22,766 (1976-$23,072) and foreign obligations of $82,771 (1976- 
$101,186). 
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Note 6—Capital Stock: 


Note 7—Stock Options: 


Notes to Financial Statements (dollar amounts in thousands except note 13 and per share) 


Preferred stocks ($100 par value) authorized, issued and outstanding are: 


Shares 
Authorized Par Value of 
and Issued In Treasury Shares Outstanding 

(December 31, 1977) 

1977 1976 
6% Cumulative (1) ..... 40,000 15,282 $2,472 $2,570 
8% Cumulative Class A (2). 50,000 16,173 3,383 3,491 
8% Noncumulative Class B (2) 40,000 9,357 3,064 3,180 
$8,919 $9,241 


(1) Eighty votes per share. 
(2) Eight votes per share. 


Dividends paid on the Company’s preferred stocks were $670 (1976—$688). 


The Company’s Certificate of Incorporation also authorizes 5,000,000 shares of Class C 
preferred stock, without par value, none of which has been issued. The Company has 
tentatively agreed to issue certain of these shares in 1978 as consideration in a business 
combination. 


Authorized common stock of the Company is 50,000,000 shares ($1 par value). Of 
unissued common stock, approximately 6,196,000 shares may be issuable upon conversion 
of convertible debt obligations, exercise of stock options and granting of stock awards. 


The weighted average number of common shares outstanding was 37,665,000 


(1976—37,620,000). Assuming full dilution, the weighted average number of shares 
outstanding was 42,082,000 (1976—42,187,000). 


Changes in common stock options outstanding are summarized below: 


1977 1976 

Number Average Number Average 
of Shares Price of Shares Price 
Balance at beginning of year : 1,169,199 $26.20 1,198,561 $26.22 
Options granted Se pare 81,000 29.04 69,000 26.67 

1,250,199 1,267,561 
Options exercised (19,169) 25.32 (16,287) 25.83 
Options terminated or cancelled (123,281) 26.17 (82,075) 26.96 
Balance at end of year 1,107,749 26.41 1,169,199 26.20 


At December 31, 1977, options for 620,007 shares (1976—597,589 shares) were 
exercisable and 617,429 shares (1976—599,316 shares) were available for granting of 
additional options and stock awards. 


Under the provisions of certain stock option plans, the optionee may, in lieu of exercising 
an option, request its cancellation, and receive, at the Company’s election and without 
payment to the Company, cash or shares of common stock having a market value equal to the 
difference between the option price and the market price. Upon such cancellation, the shares 
covered by the option, less the shares issued, if any, become available for future grants. 


W.R.Grace & Co. and Subsidiary Companies 


Note 8—Business Combinations: 


Note 9—Net Gains (Losses) 
on Disposal of Businesses: 


Notes to Financial Statements (dollar amounts in thousands except note 13 and per share) 


In 1977, the Company issued 714,136 shares of common stock as consideration in the 
acquisition of Natural Resources companies and, in 1976, 1,622,675 shares were issued for 
Specialty Merchandising acquisitions. These transactions have been treated as poolings 

of interests and results of operations of the companies acquired are included in the 
consolidated financial statements for the entire year in which acquired. 


Sales and net income for the businesses acquired in 1977 amounted to $16,384 and 
$1,827, virtually all of which related to the periods prior to the combinations. Reported 
sales and net income for 1976 have been increased by $13,253 and $1,716 on restatement. 
Companies combined in 1976 had sales and net income of $75,658 and $4,260 for that 
year, $57,023 and $2,503 of which related to the periods prior to the combinations. 


The following is a summary of the cost of businesses acquired in 1977 and 1976 which 


have been treated as purchase transactions. Results of operations of these businesses are 
included in the consolidated financial statements from the dates of acquisition. 


Total Acquisition Cost 


Line of Business 1977 1976 
ERAUOSIOEAOREINECAL yet pe cnet eee eee ste a smn $ _ $ 2,044 
PASSE Se ORONIEON cocci oc nacho ns SLI Te Poe - 3,279 
Specialty Merchandiging': (5. icc\.ccis 92 Ses eee cst earns 19,863 = 

$ 19,863 $ 5,323 


The following summarizes pro forma results of operations as though these businesses 
were included in the consolidated financial statements as of January 1, 1976: 


1977 1976 
Sales and operating revenues .... 2.22.00... ce cues sees $3,980,099 $3,702,624 
Netincome’ cin. ten ukaate ene: 5) repeater ae $ 140,108 $ 134,860 
Parnings per share: 2205.22.52 2. 2. siento w dieters wien Sa eee | 3.70 $ 357 


Goodwill arises from certain business combinations treated as purchase transactions and 
is amortized using the straight line method over various estimated useful lives not 
exceeding forty years. 


The Company sold and provided for losses on disposal of certain businesses and adjusted 
amounts provided in prior years with the resultant gains (losses) included in income 
before taxes as follows: 


1977 1976 
GEOCELY PRODUCE, co grants crieye wrcle cree ater ee + Cah Mak watin Roe) S. i66:558) 
Winey compen tings 5 oui rtd orcs o- scr tress ev artis crete, araterecararehe (6,000) - 
Toy and educational distribution ............. (3,375) - 
RED IR E IT Re ence sites ter cten en los « ernamyaneare iets (1,699) 372 
Manufactured consumer products ..............-..00005 579 4,629 
0 eh oe Peescy “yeecrat ore op aetna he ee ras ge ei cme Ea 2,241 2,367 


S_G7,158) $810 
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Note 10—Income Taxes: 


Note 11—Pension Plans: 


Note 12—Unaudited Information: 
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Notes to Financial Statements (dollar amounts in thousands except note 13 and per share) 


The provision for income taxes includes: 


1977 1976 

Current: = 

Federal . . cele ; : -«: 95530: $ 29,664 

State... eee a ie ee Re hee’ Men See ee 7,699 6,943 

Foreign .. ee ee P oS. bi acer bet he 81,256 69,569 
Deferred: 

Feteral ........ = F eS metas ao 9,341 15,384 

Foreign f ere owed Fe ee ee nce setts 3,318 (568) 


$121,144 $120,992 


Investment tax credits are applied as a reduction of the current tax provision in the year 
they arise and amounted to $16,528 (1976—$16,432). 


The effective tax rate of 46.3% (1976—47.7% ) differs from the present statutory 
Federal income tax rate of 48% as described below: 


1977 1976 
48.0% 48.0% 


Statutory tax rate..... Renctnwn tthe Be 8 
Increase (decrease) i in tax rate resulting from: 
Foreign taxes in excess of Federal tax rate . . 7.3 6.9 
1. 
1, 


State income taxes (net of Federal tax benefit) 5 1.4 
Net capital gains or losses Gs 4 =) 
Unrealized foreign exchange i Ss 6 
Percentage depletion on natural resource properties , (1.8) (1.3) 
Investment tax credits : See Bhat hs chee (6.3) (6.5) 
ORRGE oe 0 Bree na te ctunati dara hy rap amatngey mrs erES Rave a Pea aT (4.3) (1.7) 


46.3% 47.7% 


The Internal Revenue Service has completed examinations of consolidated Federal 
income tax returns of the Company and its domestic subsidiaries for 1971 and prior 
years. Additional foreign and United States taxes might become payable if undistributed 
earnings of foreign subsidiaries were to be paid as dividends, but such taxes, if any, 
have not been fully provided since a substantial portion of such earnings has been or will be 
reinvested for an indefinite period of time. The amount of unremitted earnings of foreign 
subsidiaries at December 31, 1977 is $193,000. 


Substantially all full time employees are covered under various domestic and foreign 
pension plans including prevailing social laws. Assets of pension funds exceed the actuarially 
computed value of vested benefits. 


Amounts charged to income for pension, profit sharing and related plans are as follows: 


1977 1976 
Pension plans . . Se ee heat $22,536 $18,779 
Profit sharing and related plans ri ane pe ebanar tha 5,914 3,328 


$28,450 $22,107 


The unaudited summary of quarterly results appears on page 29. 


Replacement cost information is included in the Company’s Form 10-K filed with the 
Securities and Exchange Commission. 


W. R. Grace & Co. and Subsidiary Companies Notes to Financial Statements (dollar amounts in thousands except note 13 and per share) 


Note 13—Industry Segments: The following table sets forth industry segment information in accordance with the reporting 
requirements of Statement of Financial Accounting Standards No. 14. The format of this 
table differs from the unaudited tables on pages 26 and 34, in that operating profit 
herein is presented before taxes and after gains (losses) on disposal of businesses and 
foreign currency translation related to FAS No. 8. In addition, sales and operating revenues 
and pretax operating profits (losses) of units disposed of and units for which provision 
for loss on future disposal has been recorded are included herein in the applicable industry 
segments rather than being shown separately. 


The Company’s investment in and equity in the results of operations of partnerships and 
less than majority owned companies, income applicable to minority shareholders, 
intersegment sales and transfers among geographic areas are not significant. 


Depreciation, 
Sales and Pretax Depletion 
Operating Operating Identifiable Capital And Lease 
(in millions) Revenues Profit") Assets?) Expenditures Amortization 
1977 1976 1977 1976 1977 1976 1977 1976 1977 1976 
The Company’s operations 
by industry segment are: 
Chemical 
Industrial . .. $1,228 $1,084 $ 162 $ 151 $ 664$ 605 $ 47$ 45 $ 37$ 34 
Packaging & Plastics . . 443 409 56 52 255 -- 228 25 14 12 11 
Agricultural . . Ns 513 469 29 44 478 498 19 54 26 22 
Natural Resources... . ” 235 186 67 42 443, 387 94 81 29 23 
Consumer 
Specialty Merchandising .. . 500 354 45 33 247 164 49 15 13 9 
Consumer Products & 
Services 1,057 1,126 22 30 580 644 30 12 15 16 
Total ... $3,976 $3,628 $ 381 $ 352 $2,667 $2,526 $ 264 $ 221 $ 132 $ 115 
The Company’s operations 
by geographic segment are: 
United States.............. $2,726 $2,471 $ 239 $ 240 $1,848 $1,715 
BMOGE. 22 c,h En 938 849 67 41 547 541 
Other + Se 312 _ 308 75 71 272 270 
Total Sistete ..... $3,976 $3,628 $ 381 $ 352 $2,667 $2,526 
(1) Total pretax operating profit may be reconciled to income before taxes as follows: 
1977 1976 
Pretax operating PeOHh aa. ca seceis lene iene ae $381 $352 
General corporate overhead . . ne aR : (44) (30) 
Interest expense . won Bites ° (75) (68) 
Income before taxes ...... =e $262 $254 


General corporate overhead includes other items such as dividend and interest income 
and miscellaneous items not properly allocable to industry segments. 


(2) The difference between total identifiable assets and total assets included in the 
consolidated balance sheet represents general corporate assets. 
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Report of Independent Accountants 


A 
rice NEWYORK NeW YORK 10022 
aterhouse & Co, Pe 


To the Shareholders and Board of Directors of W. R. Grace & Co. 


In our opinion, the accompanying consolidated balance sheets and the related consoli- 
dated statements of income, shareholders’ equity and changes in financial position present 
fairly the financial position of W. R. Grace & Co, and subsidiary companies at December 31, 
1977 and 1976, and the results of their operations and the changes in their financial position 
for the years then ended, in conformity with generally accepted accounting principles con- 
sistently applied. Our examinations of these statements were made in accordance with 
generally accepted auditing standards and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 


Qi Mél,2 


February 24, 1978 


1977 vs. 1976 


1976 vs. 1975 


Management Discussion and Analysis of Earnings 


Sales and operating revenues amounted to $3.98 billion in 1977, an increase of 10 percent. 
Excluding sales of units which were divested or planned to be divested, the rate of sales 
growth was 18 percent. All lines of business increased with industrial chemical, specialty 
merchandising and consumer products and services providing the largest contributions. 
Contributing to the gain in specialty merchandising operations were sales from Channel 
home improvement centers, which Grace purchased in February, 1977. 


Dividends, interest and other income decreased in 1977 by $3.1 million, or 16 percent, 
primarily due to lower dividend income as a result of the sale of certain marketable 
equity securities and an increase in preoperating expenses of operations accounted for on 
the equity method, offset partially by higher interest income. 


Cost of goods sold and operating expenses increased 8 percent while selling, general and 
administrative expenses increased 10 percent, essentially in line with the increase in 
sales and operating revenues. Depreciation, depletion and lease amortization of $132.0 
million was 14 percent higher than 1976, reflecting the effect of an increased level of capital 
expenditures in recent years. Interest expense was higher by 10 percent primarily due 
to a higher level of average outstanding borrowings during the first six months of 1977. 


Research and development expenses rose 13 percent in 1977. An analysis of the specific 
areas in which these expenses were incurred appears in the Financial and Statistical Review 
on Page 28. 


Net foreign exchange losses in 1977 amounted to $5.8 million compared to a gain of $5.8 
million in 1976, an unfavorable variance of $11.6 million reflecting the general decline of 
the U.S, dollar in the international markets, principally in the fourth quarter of 1977. 


Net losses on disposal of businesses amounted to $17.2 million (before tax effects) in 1977 
contrasted to a gain of $0.8 million in 1976. An analysis of these amounts appears in Note 9 
of the Notes to Financial Statements. 


Sales and operating revenues increased by one percent in 1976. Excluding sales of units 
which were divested or planned to be divested, the rate of sales growth was 10 percent. 


Increases in cost of goods sold and operating expenses and selling, general and adminis- 
trative expenses for 1976 were essentially in line with the percent increase in sales and 
operating revenues. Since 1973, the Company has been involved in a significant expansion 
program resulting in increased depreciation, depletion and lease amortization of $12.2 
million (12 percent) in 1976 over the 1975 level. Interest expense in 1976 was 11 percent 
lower than 1975, due to lower interest rates and to a lower average level of borrowings 
outstanding during the year. 


Net foreign exchange gains in 1976 were $5.8 million compared to an $8.9 million gain 
in 1975. The effect of FAS No. 8 relating to translation of foreign currencies decreased 
1976 pretax income by $3.5 million as compared to an increase of $7.9 million in 1975. 


In 1976, there was a net gain before tax effects on disposal of businesses of $0.8 million 
resulting primarily from the divestment of certain consumer businesses. The 1975 net 
gain before taxes on disposal of businesses was $26.4 million, representing a $48.8 million 
gain on the sale of a portion of the Company’s interest in Jacques Borel International S.A. 
(Borel), offset partially by a net loss of $22.4 million on the disposal of various other 
consumer businesses. 


Income taxes decreased by 14 percent in 1976, largely due to lower earnings and increased 
investment tax credits. However, the effective tax rate increased from 45 percent in 1975 
to 48 percent in 1976, due primarily to the inclusion in 1975 of the capital gain on the sale of 
Borel and to an increase in 1976 earnings from countries where the effective tax rate 
was higher than in the United States. 


49 


Total Corporate Sales and (S millions) 
Operating Revenues 


= $3,555 | $3,601 | $3,628 


$2,890 


973 (1974 «1975 1976S 1977 


Total Corporate Net Income ($ millions) 


1973 1974 1975 1976 1977 


Shareholders’ Equity Per Common Share 


1973 1974 1975 1976 1977 


Total Capital/Long Term Debt —_(Smillions) 


$1,982 
$1,738 
$1,572 


1973. 1974 1975 1976 1977 
QR Total Capital ANN Long Term Debt 
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Financial Summary—1967 to 1977* (dollar amounts in thousands except per share) 


1977 

Earnings Statistics 
Sales and operating revenues $3,976,233 
Dividends, interest and other income 16,261 
Costs and expenses 3,506,445 
Interest expense 75,230 
Net gains (losses) on disposal of businesses (17,158) 
Income before depreciation, depletion and lease amortization 393,661 
Depreciation, depletion and lease amortization 132,042 
Income before taxes and extraordinary items 261,619 
Income taxes 121,144 
Income before extraordinary items 140,475 
Extraordinary items - 
Net income 140,475 
Financial Position 
Cash and marketable securities $ 179,970 
Notes and accounts receivable—less allowances 546,385 
Inventories 608,014 
Total current liabilities 753,228 
Working capital 621,368 
Properties and equipment—net 1,216,950 
Long term debt 754,401 
Equity of minority shareholders in consolidated subsidiaries 16,426 
Shareholders’ equity—common stock 1,218,224 
Data Per Common Share 
Earnings per common share: 

Income before extraordinary items $ 3:71 

Extraordinary items - 

Net income S71 
Earnings per share assuming full dilution: 

Income before extraordinary items 3.44 

Net income 3.44 
Cash dividends per common share paid by Grace 1.775 
Shareholders’ equity per common share 32.33 
Average number of common shares (millions) 37.1 
Other Statistics 
Working capital provided by operations $ 318,853 
Cash dividends on common stock paid by Grace 65,913 
Capital expenditures 263,633 
Current ratio 1.8:1 
Debt ratio (including capitalized leases) 38.1% 
Debt ratio (excluding capitalized leases) 34.9% 
Common shareholders 54,076 
Employees 63,400 


*Data for the years 1967 through 1976 have been restated to include businesses combined in poolings 
of interests transactions in accordance with a policy of restatement of data for the four immediately pre- 
ceding years. Data for the years 1973 through 1976 have been restated for the adoption of Statement 
of Financial Accounting Standards No. 13 (Accounting for Leases). Amounts previously reported in 
1976 are shown in the table to the right (amounts in thousands except per share). 


1976 1975 1974 1973 1972 1971 1970 1969 1968 1967 


$3,628,406 $3,601,102 $3,554,596 $2,889,817 $2,397,623 $2,105,043 $1,973,745 $2,047,743 $1,970,576 $1,817,662 
19,320 20,829 25,760 25,667 19,579 19,728 20,784 22,214 22,823 20,265 
3,211,249 3,156,752 3,147,662 2,617,752 2,197,417 1,936,226 1,808,583 1,872,994 1,769,010 1,626,391 
68,248 76,946 78,268 58,422 42,663 42,829 41,890 46,530 43,544 40,565 
810 26,370 (17,339) (4,426) - — 
369,039 414,603 337,087 234,884 $77,122 145,716 144,056 150,433 180,845 170,971 
115,397 103,229 87,578 72,989 64,185 60,251 58,271 66,700 68,827 65,389 
253,642 311,374 249,509 161,895 112,937 85,465 85,785 83,733 112,018 105,582 
120,992 140,682 128,291 77,272 49,867 43,405 36,294 36,725 45,893 45,750 
132,650 170,692 121,218 84,623 63,070 42,060 49,491 47,008 66,125 59,832 
- > - (6,266) 3,232 (6,195) (30,851) 14,356 (25,980) 3,996 
132,650 170,692 121,218 78,357 66,302 35,865 18,640 61,364 40,145 63,828 


$ 233,664 $ 105,005 $ 162,389 $ 138,982 $ 143,993 $ 105,855 $ 83,824 $ 107,264 $ 127,856 $ 125,032 
500,817 486,396 516,234 438,050 384,129 341,526 329,742 341,850 324,251 307,106 
585,090 557,805 662,795 493,185 419,400 382,823 356,654 390,762 371,468 335,051 
713,871 694,059 848,610 628,284 522,054 432,007 442,339 443,155 488,815 402,226 
636,455 591,476 528,115 467,119 446,808 417,971 348,479 416,094 353,586 378,436 

1,127,878 1,051,779 950,112 770,650 664,755 608,878 576,376 648,519 752,252 727,868 
773,839 654,307 721,325 633,604 520,069 526,654 407,616 436,383 489,024 523,927 
* 15,683 16,318 29,678 25,095 25,493 19,666 13,346 22,612 61,378 57,546 
1,145,048 1,074,047 841,786 765,973 729,971 671,279 661,935 673,819 632,912 618,920 


$ 3.51 $ 5.08 $ 3.64 $ 2.56 $ 1.92 $ 1.40 $ 1.72 $ 1.67 $ 2.56 $ 2.32 


- - - (.19) 10 (.21) (1.08) 52 (1.02) -16 
awd 5.08 3.64 2.37 2.02 1.19 64 2.19 1.54 2.48 
3.25 4.59 3.33 2.38 1.82 1,39 1.70 1.66 2.48 2.27 
Bae 4.59 3.33 2.21 1.90 1.19 69 2.15 1.52 2.42 
1.70 1.625 1.525 1.50 1.50 1.50 1.50 1.50 1.45 1.38 

30.42 28.56 25.25 23.16 22.69 22.49 22:92 24.03 24.05 24.87 

37.6 33:5 33.1 32.8 32.4 29.8 28.5 7-219) 25.5 25.4 


$ 273,694 $ 285,963 $ 254,624 $ 186,585 $ 139,751 $ 121,839 $ 117,419 $ 122,630 $ 146,054 $ 132,691 
60,932 50,654 45,390 41,886 38,295 34,949 32,214 29,948 26,965 24,762 
221,272 302,519 298,242 174,304 135,272 98,129 104,731 130,800 129,118 126,479 

1.9:1 1.9:1 1.7:1 1.8:1 1.9:1 2.0:1 1.8:1 1,9:1 Ee 1.9:1 
40.1% 37.7% 45.9% 45.0% _ _ = - 
37.4% 34.5% 43.1% 42.5% 41.3% 43.6% 37.7% 38.9% 43.1% 45.4% 
55,953 56,113 54,371 52,071 49,423 47,644 49,646 49,835 48,636 48,247 
59,900 62,200 77,300 75,700 73,900 66,900 63,900 70,000 77,700 75,900 


1976 1975 1974 1973 

Sales and operating revenues $3,615,153 $3,589,870 $3,547,963 $2,885,092 
Income before extraordinary items 131,882 169,898 121,396 84,853 
Per share 3.55 5.15 3.71 2.59 
Net income 131,882 169,898 121,396 78,587 
Per share 3.55 5.15 3.71 2.40 


Corporate Information 


World Headquarters Grace Plaza Independent Accountants Price Waterhouse & Co. 
1114 Avenue of the Americas 153 East 53rd Street 
New York, New York 10036 New York, New York 10022 
Telephone: (212) 764-5555 
TWX: 710-581-4389 Dividend Reinvestment Agent Citibank, N.A. 
RCA: 232-174 P.O. Box 2670 
Grand Central Station 
Annual Meeting The annual meeting of shareholders New York, New York 10017 
of W. R. Grace & Co. 
will be held at 10:30 a.m. Plants and Facilities Grace has 284 manufacturing plants, 
Eastern Daylight Saving Time 40 research laboratories, 6 mines, 649 
on Wednesday, May 10, 1978 offices and sales units, 123 warehouse 
at the Essex House and distribution facilities, 268 retail 
160 Central Park South outlets and 178 restaurants located in 
New York, New York 45 states, the District of Columbia, 
Puerto Rico, and 38 foreign countries. 
Incorporation W.R. Grace & Co. was 
incorporated in 1899 under Trademarks Product brand names 
the laws of the State of italicized in the text of this 
Connecticut. The Company report are registered trademarks 
was founded in 1854 by of W.R. Grace & Co. 
William Russell Grace. or its subsidiaries. 
Investor Information 
Securities Exchange Listings/ Trading Transfer Agents Registrars 
Common Stock New York Midwest Marine Midland Bank Chemical Bank 
Amsterdam Geneva 485 Lexington Avenue 20 Pine Street 
Basle Hamburg New York, New York 10017 New York, New York 10015 
Belfast Lausanne 
Dublin London Continental Illinois National Bank The First National Bank of Chicago 
Edinburgh Paris and Trust Company of Chicago 1 First National Plaza 
Frankfurt Zirich 231 South La Salle Street Chicago, Illinois 60670 
Chicago, Illinois 60690 
Trading Privileges: 
Boston Pacific 
Cincinnati Philadelphia 
Detroit 


Common Stock Options 


American Stock Exchange 


Preferred Stocks Over-the-Counter Marine Midland Bank Chemical Bank 
485 Lexington Avenue 20 Pine Street 
New York, New York 10017 New York, New York 10015 
Debentures Trustees Conversion Prices 
SS aS ESS 
4% % Convertible New York Stock Exchange Chemical Bank $57.32 
Subordinate Debentures 20 Pine Street 
Due 1990 New York, New York 10015 
6% % Convertible New York Stock Exchange The Chase Manhattan Bank N.A. $29.625 
Subordinate Debentures 1 Chase Manhattan Plaza 
Due 1996 New York, New York 10015 
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